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Which is the RIGHT 
Employee Benefit Plan 


for 
yy THE PEOPLE in 
t YOUR COMPANY 


A pension plan? 
A profit-sharing plan? 


A thrift or savings plan? 
or 
A COMBINATION OF SEVERAL PLANS? 


Tue NATIONAL City ORGANIZATION has helped 


“hundreds of corporations solve this problem 
successfully. 

Our practical experience in this field may 
be helpful to you in choosing the plan... 
or the combination of plans ... that is best 
suited to the particular conditions existing 
in your company. Write or telephone our 
PENSION TRUST DIVISION, 55 Wall Street, 
New York. 





We act as trustee under employee-benefit 


oa = _ . 
(2 i. plans and as agent for individual trustees 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 
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progress 


in 


accounting 


training 


INTRODUCING 


THE JAS STUDENT 


Particularly in the field of adult education, a school ts dependent 


for its good name upon the accomplishments of its students. 


e We are proud of the continuing success of thousands of IAS 
students both in business and in public accounting practice. The 
chief purpose of this final advertisement of our 50th Anniversary Year 
is to acknowledge their achievements* with respect and appreciation. 


@ IAS students in general are exceptionally well qualified to pursue 
effectively a study program designed for adult education. They are 
mature; a recent survey showed an age range of 18 to 59, an 


average of 31 years. Most are married and hold responsible office jobs. 


@ Many are college graduates; 6,028 college graduates enrolled with 
IAS during the four years 1949-52 


@ The very fact that a man has completed a comprehensive home 
study course indicates ambition, self-reliance, willingness to work 
hard, and self-discipline. Sincerity of purpose is clearly demonstrated 


in that each student pays his own fee. 


@ Qualities like these are rare today. That IAS men and women 
students possess them to a marked degree helps to explain why so 
many of our former students are found among the leading account 


ants throughout the United States and Canada. 


*For one example, more than 1,900 IAS students passed CPA exam- 


inations durjng the four years 1949-52. 


The spectal 50th Anniversary Edition of the school’s 
catalogue will be sent free upon your request. Just send a 


post card or letter to the Secretary, LAS, at the address below, 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
Al Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD «¢ CHICAGO 6, ILLINOIS 
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JIRECT COSTING VS. CONVENTIONAL COST METHODS 


DEBATED AT AIA’S ANNUAL MEETING 


STATISTICAL 
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You only have to give us the bast 


SPECIAL FEATURES 
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data. 


Our experienced personnel, using 
the latest in tabulating equipment 
will turn out reports to your spect 
fications and get them to you on 


time 


Member, Magazine Publishers Association, Inc 
Figures grow old fast-—get them 





while they can do you the most 
CEIL SMITH THAYER, Assistant Editor NORMAN W. LOTHIAN, Circulation Manager 
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bie MOST APT title for it is “Conven- their cash from deal to deal. Debtors neighbors make the existence of bank 
ience.” Here’s why. would be obliged to pay up in currency checks possible. A good many bank 


Not once since he opened a checking ac- creditors would have to hire money contrary to popular notions about “ban 
Po] 


count did our friend have to count out counters, and the nation’s economy ers’ hours work 
day to make the American checking sys- 


? 


3} shifts, 24 hours a 
cash money, deliver it to his creditors, would wither 
stand by for recounting or wait for a This becomes readily apparent when tem most etlicient 
receipt. (¢ onservatively, he has saved you realize that, based on estimates, the It all adds up to money moving fa 
than ever before in the 


ster, 


ibout 3.000 hours of good productive nationwide total of checks issued in | sufer and easier 
: | 
] of the world 


time paying by check. What's more, he reached the astronomical number of history 
has been able to buy Oregon apples, Wis- billion with a value of $1.7 trillion Chase National Bank ts proud to share 
consin cheeses and Louisiana pralines this total, Chase alone handled 226.8 mil in banking ntribution to the prog- 
without going any farther than the cor- lion checks in New York with a O ress of our country 

ner letter box more than $165 billion 


All of which is high praise, indeed, for Statistically that makes quite a pictur 
the American bank-check system But more important than the figures The CHASE pega Bank 
Without it, businessmen would have to are the people behind them ) on OF THE CITY OF NEW YORK 


ride around in armored cars, carrying fidence in banks, your confidence in you (Member Federal Deposit Insurance Corporation) 








BY-PRODUCT OF INVOICE-PROCESSING 


Editors, THE CONTROLLER 


Anent “The Frequency and Importanc 
of Errors in Invoices Received tor Pay 
ment’ by Robert H. Gregory in the Janu 
ary 1953 THE CONTROLLER, | 
wish to make the following comments 

The article was very well written and 
the conclusion of diminishing return on 
costs involved, predicated on the errors 

most logical. However 
I was disappointed that Mr. Gregory did 


issuc of 


reve ak d, secemec 


not include anywhere in his article the real 
purpose of invoice pescoting and the 
absolute necessity of doing a complete job 

Errors in invoices are relatively insignifi 
cant as borne out in the article under 
discussion. Their correction 1s accordingly 
somewhat of a nuisance but must be ef 


fected to have all records properly aligned 
INVOICC- processing’ 
remains the one standard that 
determines the efficiency and correct ob 
servance of company regulations relative 
to operations of a financial nature, the test 
ing of invoices cannot be accepted. A 
complete job is necessary. The cost of such 
processing 1s not predicated on error-find 
ing, but must be determined by the com 
pany regulations governing procurements 
and disbursements, so that such regulations 
are strictly followed. The invoice-process- 
ing will quickly ascertain noncompliance 
thereto and ring the warning bell befor: 


with conditions. Since 
positive 


it 1s too late. 

It appears that the article may lead to 
the wrong conclusion that since errors are 
few, why bother spending money to pro 


ess invoices? If one processes invoices 
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just to reveal errors therein, it certainly 
wouid be a waste of money and the dimin- 
ishing return theory is fine. However, 
error-finding is a simple by-product of 
invoice-processing and is not to be con- 
sidered as the chief reason for processing 
invoices. If invoices were not processed 
thoroughly, then the backbone of internal 
control 1s broken and the resultant cadaver 
is hopelessly crippled. 


JAMES A. GREENE 
Brooklyn, N. Y. 


PEIRCE ARTICLE RESPONSE 


Editors, THE CONTROLLER: 

This office is engaged in the preparation 
of material to be published for defense 
purposes under the title of Comptroller 
Ne ws. 

Permission is requested to include in 
the above-identified work the following 
material, to wit: an article which was 
entitled ‘Controlle rship and Accounting: 
A Contrast” published in your September 
1953 issue of THE CONTROLLER and writ- 
ten by James L. Peirce. 


Harry S. GREATHOUSI 

Lt. Colonel, USAF 

Dep. Ch., Plans & Liaison Div. 
DCS /Comptroller 


Editors, THE CONTROLLER: 

Public Administration Service would 
like to obtain permission to quote a pas- 
sage from “The Controllership Function: 
A Modern Concept” by James L. Peirce in 
THE CONTROLLER, September 1952, in its 
forthcoming book on “Military Program 
Budgets’” by Frederick C. Mosher. The 


passage 1s as follows (pp. 419-22): 


“Ll. To establish, coordinate, and main- 
tain through 6. To 
provide protection for the assets of the 
business. This function includes estab- 
lishing and maintaining adequate in- 
ternal control and auditing, and assur- 
ing proper insurance coverage.” 


The author, of course, has quoted the 
entire material from 1. through 6. inclu- 
sive. We will give proper credit to the 
author, the title of the article, and the 


periodical name in our citation. 


CHARLOTTE J. READ 
Publications Assistant 
Public Administration Service 
Chicago, ILlinois 

@ 
Editors, THE CONTROLLER: 

An activity of the Navy Department is 
assembling timely articles relating to 
budgetary control as managerial responsi- 
bility. Present planning contemplates the 
reproduction of the mentioned articles for 
distribution and use within the Naval 
Establishment. 

It is believed that the article entitled 
‘Controllership and Accounting: A Con- 
trast’’ by J. L. Peirce, which appeared in 
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Do You Have The Thorough Control 
You Could Have? 








PAYROLL | 
CONTROL Complete payroll’ information about 


each employee... accurate, automatic 
preparation of pay checks, withholding statements 
and other necessary tax data? 











[ SALES ; 

CONTROL Complete reports and analyses, classi- 
L fied by product, by store, by salesman, 
by territory—any way you wish—on a daily, weekly, 
semi-monthly or other suitable time basis—and on 
your desk while the facts are still fresh and vital? 


INVENTORY ; 
CONTROL p-to-the-minute information on 


stock status to help you maintain in- 
ventory at a sound and efficient level, help prevent 
over-buying, costly obsolescence, and even more 
costly shortages? 
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(  MANU- 
FACTURING Fast, detailed information on the plan- 
CONTROL ee | 
ning and execution of each phase of 
your production program? 














cost ee 
CONTROL Continuous reports on current costs 


—showing where every labor and ma- 
terial dollar was spent—and why? 











ACCOUNTS 
promot Aged statements on outstanding bal- 
ances—automatic and accurate prep- 
aration of bills? 








ACCOUNTS 

PAYABLE Detailed information on outstanding 
CONTROL bills to put you in a better position to 
take advantage of discounts? 














BUDGETARY 
CONTROL Summaries of expense factors, com- 
parisons with budget figures, and vari- 
ances from budgets—on both current and accumu- 
lative bases—prepared quickly, automatically? 











With f IBM Accounting 


You Have Thorough Control 


International Business Machines 








« 590 Madison Avenue, New Yorks 22, N. Y. 





IN MANAGEMENT 
by John W. Roberts 


by J. McCall Hughes 


te COMMON TRUST FUNDS 
by John Wallace 





your September issue, would be of particu 
lar interest to personnel assign¢ d to budget 
control responsibilities. Permission for re 
production and specified use of the above 
article 1s request d 


A. N. SPENCI 

Director, Publications Division 
Department of the Navy 
Washington, D. C. 


We ave happy to comply with the request 


Permission prante 


The Editors 
. 


Editors, THE CONTROLLER 

I enjoyed reading the second article by 
James L. Peirce in your September 1953 
issue Of THE CONTROLLER as much as I 
did the first one in September 1952. Con 
sick ring his clarity of presentation and his 
knowledge of the scope of controllership, 
could I suggest that the editors encourag: 
Mr. Peirce to not only write comprehensive 
articles for you but to expand his efforts 
into a book to be published by the Insti 


tute? 


FREDERICK SMITH 
New York 


Mr. Smut/ 
Function: A 
1952) and “( 
H ( niratl 


refers The Contr Alershit 
Modern Concept” (Septembes 
( nirollers/ ip an / ccounnting 
(Se pre mber 1953). What d 


her readers Pave to say 


The Edi 


THE CONTROLLER 


Goruthcoming Features 


IN THE CONTROLLER 


te PRODUCTIVITY: AN IMPORTANT FUNCTION 


xe KNOW YOUR OFFICE COSTS 


article dealing specifically with the auto 
mobile-parts industry. Being employed by 
one of Australia’s largest manufacturers 
in this industry I would very much like 
to read the article referred to and would 
be very pleased if you could send me a 
copy. Also would you please let me know 
if it is possible for me to subscribe to your 
that I may copies 


journal sO receive 


regularly 


H. V. DOWLING 
7 Dickens Street 
Moorabbin, $20 
Melbourne, Victoria 
Australia 
Happy to comply with the request; sub 
scriptions are available at $5.00 per year plus 
SOG per year foreign postage. 


The Editors 


LOYALTY OATH FOR CPA‘S 
Editors, THE CONTROLLER: 

I note by the newspapers that on Octo 
ber 19 the New Jersey State Board of 
Public Accountants for the first time in its 
history administered a loyalty oath to new 
certified public accountants. Seventeen 
new CPA’s took the oath and Board Chair 
man Joseph Thieberg stated, according to 
an Associated Press report, that from now 
on every licensee will be required to take 
the oath 

Will corporate controllers and financial 
next 7! 





Editors, THE CONTROLLER 
othcers be 
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SF SD 
How to 
Relax After 
a Busy Day in 


Washington: 


it helping hand to educators. All the latter wits gt mcg Arg ba ny 
Washington always do. Here, just 10 
minutes from downtown, they relax to 
their heart's content after a busy day 
in the Capital . . . and so will you. 
Our acres of private grounds overlook 
beautiful Rock Creek Park, and our 
many services exist for only one reason 
—to help you rest well at the end of 
@ care-filled day. Write, wire or phone 
for reservations. 


Sueraton-Park 


7 ~ 
~@} Horet 
= 
FORMERLY THE WARDMAN PARK 
CONNECTICUT AVENUE 


at WOODLEY ROAD, N.W. 
WASHINGTON 6, D. C, 


I am diligently passing around Mr 
Peirce’s article duly underlined, of course, 
in order to make sure that the reader gets 
what I felt to be his major contribution 
As I look back over the years of Control 
I can't help thinking we 
progress in 


lers Institute, 

have achieved enormous 
straightening out the confusion that we 
used to suffer from with re spect to the truc 
place of the controller in management and 
im so doing Wwe have not only aided eve ry 
single member toward realizing a genuine 
professional management status in busi 
ness, with all the rewards that go with such 
i realization, but we have also extended 
have to do now, of course, is to hear what 
the Institute is patiently saying to them and 
then proceed to get their house in order 


Ross GRAHAM WALKER 
Harvard University 
Graduate School of 
Business Administration 
Boston, Mass. 








“DOWN UNDER” REQUEST 


Editors, THE CONTROLLER 
In a recent issue of the Australian Ai 
I read of an article by Bruce 
Payne in the April 1953 issue of your 
journal dealing with “Building and Main 


taining a Successful Organization,” this 


..DECEMBER 1953 
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your costs 
for just 1741" a month . . ~~ 


AND HERE’S HOW— You can’t escape costs . . . but with a 
Burroughs Sensimatic, at a cost to you of only $17.41* a month, you 
can control them to your best advantage. For example, it gives you 
positive control of your vital cost records—tells you job by job how 
your money is spent .. . what part is for labor... what part for mate- 
rials ... what part for overhead. 


a — <b 
— a 
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In addition, the Sensimatic gives you mechanized control of 
virtually all accounting jobs...does not become obsolete with changes 
of system or personnel ...is the closest thing to profit insurance , 
you can buy. Only through this kind of exact accounting records, A 
showing where every penny goes, can you fully protect your business. <" 

Find out how simply you can apply a Burroughs Sensimatic 
to your particular business. It quickly pays for itself. You will find the 
nearest Burroughs office listed in the yellow pages of your telephone 
book...so call right now. Burroughs Corporation, Detroit 32, Michigan. 


4 


MB noms 
oeiteeae, 


* Arrived at by standard procedure of tax depreciation. 











ONE 
SENSIMATIC 


handles all 
these jobs GOVERNMENTAL REPORTS « PAYROLL 


COST RECORDS «+ INVENTORY RECORDS 
ACCOUNTS RECEIVABLE +» ACCOUNTS PAYABLE 
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© Burroughs Sensimatic 


Accounting Machines 


Wherever There’s Business There’s 
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rs ~ 
WORK... 
IN ALL BUSINESS — are Cl) 


@ Kxclusive features enable the 


————  eoxtre thinkin 3 


work without operator decisions 








than any other calculating machine 
ever developed, Watch Friden 


heumntiduhlog save Sor your busi- S ubt ract S CO S t ~ 


Nness...8aVe BO much in human time 





that this Calculator’s cost can be 


quickly written off! Friden sales, 


instruction and service available TU tiplie Ss Ssavl ngs 


throughout the U.S, and the world. 





FRIDEN CALCULATING MACHINE CO., 


inc., San Leandro, California. 


specialized fields, the Friden organization has now created a unique calculator 
that provides fully automatic extraction of square root in addition to all the other 
“decision-making” features of the Friden. Automatically, with the touch of one 


key. this machine extracts the square root of any number up to 10 digits. Up to 


© Friden Calculating Machine Co., In 100 operations formerly required on any desk calculator are eliminated. 





Of Taxes: Sales, Excise, Hidden 


With all the recent discussion pro and con regarding a 
Federal Sales Tax, we noted with interest that this year the 
Federal Government hopes to collect approximately $10 
billion in excise taxes, which by another name are sales taxes 
Excise taxes have been a broad part of our economic life 
since 1941. As corporate controllers and financial officers 
have observed on many occasions, the fact that they are 
“hidden’’ appears to make them more palatable. 

The problem apparently is to get the story of hidden taxes 
across to the consciousness of the taxpayers. Some day an in- 
spired soul will make everyone realize that some rather 
strange excise taxes have been in existence for a long time. 
As a starter: With all the interest in watching television 
programs on the home front, perhaps that would be a good 
point since there is a 10% excise tax on the original cost of 
each television or radio set, and every replacement part, ex- 
cept tubes, carries the same rate. There 1s a 20% tax, how 
ever, on a new tube if you must replace one. And the electric 


light bulb, which you use while examining what has gone 
wrong with your set, also carries a 20% excise tax , 


Reach for a cigarette to console yourself and you are con 
tributing a part of the 8¢ per pack tax that is involved. But 
there is a 15% tax if you light the cigarette with a mechani- 
cal lighter. Even using a match 1s no escape because matches 
are taxed at 2¢ per thousand. 

And with the TV out of commission, perhaps you will 
turn to your newspaper. Here excise taxes also apply, rang 
ing from those applied to the sale of a share of stock through 
taxes on business machines, the film used by the photogra 
phers, the oil used by the delivery truck to deliver the news 
papers and some 20 other hidden excise taxes involved in 
the cost of your newspaper 


Now It’s “Excess Reserve” 


Corporate controllers and financial officers need not look 
puzzled if they begin to hear shortly about a new phrase, 
‘excess reserve. It does not concern corporate affairs; rather, 
it is a new term for the agricultural ‘surplus.’ In a recent 
report to the Wall Street Journal, one of its Washington 
correspondents pointed out that the Department of Agri 
culture prefers to refer to the farm “‘surplus” program as a 
matter of ‘excess reserve.’ Corporate controllers and finan 
cial officers, however, will watch with interest to see whether 
the change in terminology reduces the problem. It might 


provide a « lue for some corporate problems 


Will End of EPT Cushion Profit Drop? 


Comes a recession, which will experience the greater jolt 
the federal budget or corporate profits? Answering that 
question in a recently tssued study, “The Federal Budget 
and Corporate Profits in a Business Decline,’ William R 
Biggs, vice president of the Bank of New York, pointed 
out that the anticipated end of the excess profits tax on De 
cember 31 should “cushion” the drop in corporate profits 
Even if the tax were not eliminated, he noted, the Treas 
ury’s receipts nevertheless would be affected by the drop in 
pretax earnings 

The outstanding conclusion of the study is the “vulner 
ability” of the federal budget to a business decline 

“In the last 12 years,’ Mr. Biggs says, “the United States 
has built up a revenue system which depends to the extent 
of nearly 80¢¢ of total receipts on corporate and individual 
imcome taxes 

No other government is so dependent on income taxes, 
he stressed. A decline in business “‘finds the Government a 
deeply involved partner, so that its tax receipts fade very 
rapidly.’ 

A relatively small decline, such as 1949's, produces an 
estimated budget deficit of nearly $18 billion, he said, while 
the sharper type of reaction, such as 1938's, results in an 
estimated deficit of nearly $30 billion. 

Mr. Biggs emphasized that our tax policy must be over- 
hauled to preserve the long-term integrity of the dollar and 
to end a situation which in boom times produces big deficits 
and in depression days will, inevitably, produce even bigger 
deficits 

These estimated deficits, in his view, are disturbing be 
cause they provide a possible portent of the future 

He asks: “One wonders what the public attitude will be 
when it finds that the Government incurs a budget of $9.5 
billion under superboom conditions and over three times 
that amount when the 1938-typy recession occurs. If this 
happens, what will be the effect on the public's buying habits 


and on its attitude toward savings?’ 


Pass the Aspirin 


Recently 
sumption, we deve loped a headache of a sort since the item 
million aspirin tablets (or 15 


when we noted a statistic about aspirin con 


pointed out that about 42 
tons) are consumed a day in the United States 

Only that 
represents an increase Over the previous year, Over the previ 


nothing more. No word as to whether that 


ous quarter, of whether there is a cyclical trend. With all 
the ‘headaches’ one hears about these days, further word as 
to the trend in aspirin consumption over the past few years 
might well be enlightening 

Not long after, however, we noted that, according to on 
the odds 


will not audit 


tuthority were 20 to one that the Internal Revenue 


your imcome tax return during the coming 
year. Cuts in appropriations will result in the Bureau being 
able to audit only about 2.5 million of the 55 million returns 
PAUI 


That should reduce aspirin consumption HAAS] 
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@ Standard Federal Tax Reports—Old law, new 
law, the accepted reporter on federal taxes for rev- 
enue — “for the man who must have everything.” 
Swift weekly issues report and explain unfolding 
federal tax developments. Current subscription 
plan includes 8 loose leaf Compilation Volumes 
and companion Internal Revenue Code Volume. 


EACH TOPS IN ITS FIELD 


Y Federal Tax Guide Reports — Compact and 
understandable, here is the dependable reporter on 
the federal income taxes of the ordinary corpora- 
tion, the average individual, partnership, trust or 
estate. Two loose leaf Compilation Volumes inclu- 
ded without extra charge start subscribers off 
right. Up-to-date throughout; indexed to a “T”. 


@ 1954 CCH Federal Tax Course — Authentic tax training, brush- 
up, and reference course in one handy volume. Explains federal 
taxation, with emphasis throughout on income taxation. Pertinent 
new tax changes reflected throughout the text, with latest rates and 
provisions woven into problems and solutions, examples, and the like. 
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PUBLISHERS O F TOPICAL LAW REPORTS 


New YORK 36 WASHINGTON 4 


HIGAN Ave 522 Fir ty Ave 1329 E STREET, N. W 





The Business Outlook 


Murray Shields 


5 THESE TURBULENT TIMES any appraisal 
of the shape of things to come must 
make allowance for an unusually wid 
margin of error. On the one hand, it ts 
not to be denied that technological prog 
ress, a resurgence in population growth 
the redistribution of income into a hug 
new middle class market, an assortment 
of automatic props and the clear determi 
nation of the Administration to adopt 
highly stimulative policies provide a for 
midable set of influences tending to hold 
our economy at or near the lofty levels re 
ently attained 

On the other hand, business has been 
so good for so long; the price structure 
is SO ‘soup dup” with inflation; our econ 
omy has become so dependent on an assort 
ment of pegs, supports and subsidies; our 
D« fens Program has ke pt out } rodu h10n 
it ‘forced draft’ for so long; and both 
debt and inventories have increased so 
sharply that we dare not disregard the pos 
sibility that a conjuncture of unfavorabl 
developments might tumble us into a 
slump. Under the circumstances it 1s not 
surprising that there ts a great deal of dis 
igreement among business observers as to 


the outlook 


SIGNIFICANT DEVELOPMENTS 

It is, however, important that allow 
ance be made in any appraisal of the out 
look for the fact that in the past 12 months 
we have witnessed several deeply signifi 
ant and highly favorable developments 

First, of course, is the eviden of seri 
gus weakness behind the Iron Curtain 
Communism 1s supposed to be a de pi 
sion-proot Utopia. But the area w ithin th 
Communist orbit is in the midst of an eco 
nomic depression, a political upheaval and 
1 social revolution which pushes the dan 
ger of all-out war still further into the fu 
ture and brings much closer the time when 
the defense drain on our economy can be 


f duced 


Second ts the businesslike and_ states heap money. Agricultural prices have dc 
manlike efforts of our new Administra clined in the face of increasing supplies 
Phe post-Korcan inflation in a number of 
the individual commodity prices has been 
liminated. In several industries retrench 


factor in our economy, the prepat ment has been the order of the day 


lenens vy Fifth, the Nation has tn the past year 


1 new antidepression program a 


tron to carve out a new cconomi program 
providing for the substitution of conti 
dence for inflation as the chief stimulatis 


on the stimult of tax redu tron and sound Ma rf a most mM pt ssive exhibition of eco 


nomic power Our business has produced 


money instead of just “full employment 
ind old mot goods int dollar iS well 


through full inflation , and 1 new d di l 
ition of is in physt il terms to civilian consum 


climate for free enterprise which will rs than ever before. It has lifted its pro 


msure the full use of our new t hnology ductive cHhiciency to still noth rnew high 


tron of our Government to the cr 


in expanding our productivity and out It has put in place more new capacity than 
production in any 12-months period in the Nation's 


history. It has produced t Vast quantity ot 
ood for toreign aid. It has produ cd 
nore military we tpons by far than in 


Third is the resurgence of cons 
in Many countrics. Several countrt 
thrown off their radical or labor 


ments. A number of others hav prior peacctime year And it ts of the hig 


taxes, abandoned the. strait-jacket con ot sivnifican that in doing all of these 
trols so dear to Socialism and moved firmly things simultaneously our economy has 
in the direction of sound money made a truly spectacular record of pro 
Fourth, a sort of rolling readjustment luctive a COM} lishment 
has removed some potentially dany 


! ; of imbalance without a general POST-BOOM PLANNING 


uu i 


‘ 


ontraction in business volume. The money These are very favorable developm 
irk s have shaken off the artificialities But we know from 


of the long period of arbitrarily enforced Is an ever-present 


MURRAY SHIELDS is vice president and economist, Bank 
of the Manhattan Company, New York and a trustee of the 
Bowery Savings Bank of the same city. He is actively as 
sociated with many economic and trade groups and served 
as consulting expert in the office of the Secretary of 
the Treasury from April 1942 to December 1944. He has 
written articles and books on a wide range of business 
subjects and is the author of the economic letter which 
is distributed by his bank. This paper was delivered at 
the 22nd Annual Meeting of Controllers Institute, Boston 
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after the longest 


most pronounced boom in our history 


and in some resp 
matter how strong the situation may 


to be, no matter how many di tingul 


citizens hasten to reassure us that 
well with not a cloud in the sky, no matt 
how determined our Government is to pre 
vent a slump, it 1s just good common 
to take nothing for granted 
sider what could happen if history w 
repeat itself 

Under the circumstances prudenc 
tates that eve ryone 


and to 


bu 1rie 

associations and the Government—do a bit 
ol post boom pl inning. Future events may 
make such planning unnec 

us did ; Cry 
job of post boom | “sce it pat re | 
the Nation from any set-back at all 
any event, such planning might enabl 


individual 7 


to be sure 


sary. If enough of realisti 


to avoid having to run for the storm cel 
lar if the 


avainst us and, 


economic weather were to turn 
show us how 

set-back in 
business to step up the development of 
markets, to 


more cthicient equipment, to deve lop new 


furthermore 
we can productively use any 
tment in 


New mcrcase Inve 


capacity and to strengthen our organiza 
tions 

But whatever concern one may feel with 
respect to the short-term outlook, there ts 
no reason to doubt that the long-range fu 
ture of the United States ts to be one of 
really spectacular expansion and progress 
Statistical support for an unqualifying 
optimistic view of out future 
is provided in two charts to which I should 


long-range 


like to draw your attention 


BACKGROUND FOR TOMORROW 
The first “Background for To 


morrow, salient 


chart, 
pictures the econom 
facts concerning our economy through the 
period since 1799, which | am sure you 
will forgive me for pointing out was the 
year when the Bank of the Manhattan 
Company first opened its doors for buss 
This chart shows that ours has been 


busts.” We 


pe riods ol 


ness 
an economy of “booms” and 
have experienced alternating 


prosperity and depression with quite a 


large number of speculative booms always 


followed by big depressions an assort 
ment of financial panics and quite a large 
little” 
Ours has been an economy of 


number of booms and “‘little’’ di 
pressions 
instability 
who ire 
tended 
Furthermore, our 
middlk 
marked by 
spectacular 
the past by drastic and discouraging defla 


rugged and merciless to thos 


weak or have become overt 
as th 


shows, be 1 


economy has 
chart 
a number of minor and 


section of the 
i few 
followed in 


inflations always 


tions. Price stability has not been our lot 

But the overwhelmingly important fact 
is that, de spite the booms and busts, the 
inflations and dk flations our cconomy has 
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rolled up for the period as a whole a 
plendid record of progress and achieve 
ment. It has produced more goods and 
services and provided a more rapid rise in 
our standard of living than has been th 
case in any other country in the world. D« 
Spite th instability and fluctuations from 
month to month and year to year ours has 
land of opportunity for the cour 
farsighted and thc 


iged businesses of the country 


been 


igeous, the well-man 


POTENTIALS FOR TOMORROW 
The other chart, 


de s¢ ribe _* 


Potentials for To 
morrow, roughly, the 
cal objectives which it should be our con 
It shows the up 
ward sweep during the past 5O years in 
in our production per 


statisti 
stant concern to realize 


our population, 
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79 


19 « 30Clts' 


Bank of the Manhatten Company 


99 


capita and in our total production. Here 
we sec how, despite depressions, inflations 
political changes and wars we have bene 
fitted from the leverage of rising popu 
lation and increasing productivity. 

Trends have been drawn through the 
record of the past and have been exte nded 
through the next quarter century. Such 
trend projections show that if our growth 
in population and our progress in increas 
ing productivity were to be no more rapid 
in the future than has been the case in the 
past out population in 1977 would be 22¢ 
millions, our production per capita would 
rise from $2,100 per capita to $2,900, and 
the value of total production would show 
a rise from $346 billion in 1952 to around 
625 billion in 1977. These gains are im 
pressive but it must be emphasized that 
the trend projections assume that our rate 
of progress and growth will be no greater 
in the future than it has been in the past 





obtained by a simple extension of the long- 
term trends of th 


It is, however, 1 e area oft produc 


tivity that really sp taculat progress can 


if the FULL POTENTIALITIES of be realized. The gains registered in pro 


mums ms om | the Rate of Gain is no Larger 
TECHNOLOGY ore realized duction per capita co Id easily turn out to 
| 


in the Future than the Past 
be impressively larger in the future than 
CONTINUED POPULATION GROWTH they a been in the past because of im 
240 2140 t 


IN MILLIONS 230 MILLIONS ——— 3 proved medical technology, which should 
157 | id - reduce the number of days lost because of 

7 MALLIONS <r 220 MILLIONS illness and because full use of the improve 

ments now clearly in view in agricultural 


POPULATION: | industrial and metallurgical technology 


1S capable of raising the rate of increase 


in the output per capita substantially 


76 MILLIONS We have incubating in our laboratories 


which are now so liberally financed by 
AND FULL USE OF TECHNOLOGY TO RAISE PRODUCTIVITY ara pAhree Ny Sisal sce fies 
3600 9000 st iffed with the be st tram d and the most 
$3,300 <> practically imaginative scientists in the 
om es 2000 world, a host of new industrics and an 

e 
- incredibly long list of new ways of pro 


‘ 
IN 1952 DOLLARS 


= 
ae * 

$2,206 | or .e°"""$2.900 : : 

oe ducing mare ch iply so that costs can be 


reduced and our markets can be widened 


We are but at the beginning of a new age 


- PRODUCTION PER CAPIT : | wo «CNY ! of an 
~ of technological miracles and I am con 


vinced after 25 years of study of these mat 
ters that the really great phase of the tech 


t 


nological revolution lies ahead of not 


1200 
1000 
900 
behind-—us. Therefore, my personal esti 
mate shown in the uppel broken lines on 


CAN LIFT PRODUCTION TO FABULOUS LEVELS the chart—of the potentials for 1977 is 


_ ae that we could easily have a population of 
| | $750 BILLIONS =#* yoo wh be te 
_ IN BILLIONS OF 1952 DOLLARS | - »4() millions, | roducing goods and serv 


ices Valued in 1952 dollars of $3,300 per 


capita so that the total value of the Na 
$346 BILLIONS Lo% 400 ' 


: «> 
o* tion's production would, again in 195 
ae | 


* VALUE OF TOTAL PRODUCTION . 300 dollars, be more than three quarters of a 


trillion dollars 


$800 
700 
600 
500 
400 
300 


Ratio Scales - 
To permit visual ECONOMIC PREREQUISITES 


comparison of FOR ACCELERATED GROWTH 
$99 BILLIONS rates of growth With such potentialiti for spectacu 
larly rapid growth and expansion it ts en 
couraging in the extreme that our new Ad 
ministration is now charting a wholly new 


f 


blueprint for a depression-proof and rap 


THE TECHNOLOGICAL REVOLUTION 
I am convinced, on the other hand, that THESE CHARTS RAISE THREE IMPORTANT QUESTIONS 


the expansion of technological research 
NOHLA SO Wlan J} On pe a ple have su ha psye 10 


} 


into a predictably productive process calls 
for the lifting of our sights far above th bathic fear of depression when in the past 153 years we 
projections based merely on the trends of have h ny of them and yet made such great prog 
the past. The most important fact of our 


economic life today is that we are in the 
midst of a technological revolution cal able hould so many pre » ple demand that the Govern 
of causing a sharp and substantial break ment twist and contort all u polu les to the prevention o} 
upward from the rates of progress r even the slightest re jon in business when the far niore 


: , / / / ! i 
corded heretofore ni port MD VECT LV / ould be lo crédle a climtate whic 
} 


If the population projections were to will in tpid and substantial erowth of the econ 
make full allowance not only for the prog ony overt vears and decades ahead? on 


ress already made in the reduction of in 
‘ } 


fant mortality and the lengthening in th potential so impressively 
span of life but also for the ultimate ef Dl d we lake the stighlest risk of economic stag 

e P99 P p shal y 
fects of wide spread al plication of recent ttain economic stabtlity 


ind prospective advances in medical tech 


niques, the gains recorded in population 
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would be considerably larger than thos 





idly expanding economy \ikcly to involve 
the following 

1. The 
moncy reduced povernimn nt expenditure > 
and firmly balanced budgets 
conducive not only to economic stability 


return to reassuringly sound 


which are 


but to rapid growth 
2. The 


popular for so long, that the way to pre 


abandonment of the notion 
vent de pressions 1s to increase povernment 
exp nditures lavishly and the idoy tion of 
a program providing for the application of 
the most powerful stimulant in our arsenal 


ing powe: ot the people and of business 
far more effectively and safely than is pos- 
sible through a dangerous dose of deficit 
cering 

3. The abandonment of those govern 
ment controls and interventions which are 
onerous to enterprise and prevent the price 
system from acting as a stabilizing agent 
ind 

i. The insistence that all segments of 
labor, agriculture, business 
ind finance—adopt policies, which by fos 
fering mnve stment and mMcreasing ethics ncy 
that the Nation's rate of fu 


our economy 


will insure 


The present situation 1s so beclouded 
with short-term uncertainty and so full of 
long-term strengths as to make it unwise 
to indulge in what has now become a 
favorite indoor sport—-namely, predicting 
whether this or that index of business ac 
tivity will rise or decline by some precise 
percentage in such and such a period. Ra 
ther the situation calls for the preparation 
of a list of general, rather than specific, 
guides for business planning, which will 
provide an appropriate framework within 
which we can set policies which will help 
us to avoid the pitfalls and to take advan- 


of antidepression techniques namely, tax 
reduction, which will increase thi spend 


ture growth will be nothing less than the 
maximum which technology will support 


tage of the opportunitics in the turbulent 


ind uncertain times ahead 


GUIDEPOSTS FOR BUSINESS PLANNING 


I am convinced that we will do well to base our planning, 


programming and budgeting on the following general as- 


sumpt 10Ons: 
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While we do not have a depression-proof economy, there 
is NO reason to assume that there is any prospect what 
After 
a lony inflationary boom, no government, however well 


soever that we could experience “another 1929.’ 
intentioned, can provide assurance that any economy ts 
depression-proof, History, economic theory, common 
sense and the facts of our economic life all argue per 
suasively that it simply cannot be done. Nevertheless, our 
new Administration ts preparing its defenses against de 

pression so carefully and it is reorganizing government 
Cconom policies sO skillfully as to justify confidence 
that we will, in fact, be able to prevent any economic re 
adjustment from deteriorating into a long and disastrous 
mayor depression 

“Little” depressions result from the need for a pause in 
purchasing and/or a pause in capital expenditures to offset 
Ovcre¢ x pansion ot business or consumers inventories and 
to permit the country to grow up to overexpanded pro 
duction capacity and residential facilities. Such depres 
sions never are very long or dec p. Big de pressions are, 
on the other hand, primarily financial in origin. They 
come when debts are so high, financial positions so ex 

tended and financial institutions so exposed that a ‘little’ 
corrective depression is converted into a deflationary 
struggle for liquidity. That is why the recent rise in debt 
is a matter for concern. Nevertheless, the financial post 

tion of most borrowers and lenders ts so much stronger 
today than it has been just prior to the ' big’ de pressions 
of the past as to justify confidence that if a corrective de 
pression were to come tt need not degenerate into a de 

flationary bust. 

With our Defense Program as large as it 1s, short-term 
fluctuations in our economy may well be determined pri 

marily by international developments and their effects 
on government expenditures, Another serious war scare 
could be temporarily inflationary. A greatly improved 
international situation would in all probability be dé 

flationary from the short-range point of view. However, 
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our long-range outlook clearly is for a period of great 
growth and expansion no matter what happens in the 
international sphere. 

The overwhelmingly important fact is that the United 
States is still a growth country with many important new 
industries and several large areas sure to expand at a 
spectacularly rapid rate for many years ahead. And with 
population rising sharply and productivity spurting up- 
ward as a result of technological progress, the long-term 
trend in production can easily be more sharply upward 
in the future than it has been in the past. It is, therefore, 
of the greatest importance that the #1 plank in the Ad- 
ministration’s antidepression platform will be to create 
an environment in which the growth potential in our 
dynamic economy will over the long range be fully 
realized. 

Our business would be much more prosperous and our 
people would have a much higher standard of living with 
government expenditures—and, therefore, taxes—at $30 
billion or even $20 billion per annum than would be the 
case if government expenditures remained in the vicinity 
of $75 billion. Some readjustments would be inevitable 
during the process of deflating the Government's role in 
the economy but in the long run the effect could not help 
but be highly stimulative. 

The basic strengths in our economy are private rather 
than governmental in origin. Our banks are strong not so 
much because of government insurance of deposits as be- 
cause of the quality of bank assets and the soundness of 
bank management. Our industry is strong not because the 
Government is such a good customer but because of the 


capacity, character and conservatism of business man- 
agement and the demonstrated ability of private business 
to develop new markets for new goods with ever-increas 


ing efficiency 

Our greatest resources are initiative, know-how and a 
business system which provides the inducement of profits 
and the compulsion of competition to make full use of 
our potentialities for increasing the standard of living of 
the people. With such resources there need be no fear 
that shortages of anything physical can impair our prog- 
ress or that any corrective depression will more than 
temporarily interrupt the long sweep of our economiK 


expansion. 
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Learn How Your Order-billing System Rates 


- . YES NO 
Do you know how many separate writings you require to get your [ [| 


orders shipped and billed? 


Have you investigated lately to see whether certain rewritings can be [ [] 
eliminated? 








Do you rewrite orders received from branches or salesmen? [ ] [| 





Are shipping addresses retyped on your bills of lading? i [ | 








Are these same addresses again rewritten on your tags and labels? [ Rf 





Are your invoices written separately from your shipping orders? [ ] [ | 





cover items back-ordered? 


When a partial shipment is made do you write a new shipping order to [| a 





Do you write a new set of billing copies covering each back order [| 
shipment? [ J 





Do you post each individual invoice to your accounts receivable ledger? [ ] [ ] 


HERE’S THE QUESTION THAT COUNTS 


Would you like us to send you folders which illustrate how you can 
y YES NO 


eliminate all retyping on original and back orders and eliminate posting l [ 
to accounts receivable? 
If answer is ‘Yes”’ fill in and mail to: 


DITTO, Incorporated, 696 S. Oakley Blvd., Chicago 12, Illinois 
In Canada: DITTO of Canada, Ltd., Toronto, Ontario 


Name, Title 
Firm 
Address 


City County State 
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Some Aspects of the 


Federal Budget for ’54 and ’55 


Reviewed by Rowland R. Hughes 


ISCUSSING SOME ASPECTS of the Fed 
D eral Budget before a recent conference 
of the National Tax Association, Rowland 
R. Hughes, Deputy Director of the Budget 
and formerly chairman of the Committe 
on Federal Taxation of Controllers Insti 
tute of America, while serving as vice pres 
ident of the National City Bank of New 
York, presented a number of pertinent ob 
servations about the 1955 Federal Budget 

This will be the first budget Mr. Hughes 
pointed out, over which the present Ad 
substantial control 
first 


ministration will have 
It will thus be the 
Budyet 

Ly spite the fact that year 1954 
cxp nditures were reduced $6.5 billion un 


I 1S¢ nhowe I 
fis¢ al 


der the January estimate and that govern 
ment revenues are estimated as the highest 
in the United States history, ‘the Fiscal 
Year 1954 Budget is still out of balance by 
$3.8 billion,” he stated Reductions in 
taxes provided for in current legislation 
will eventually lead to an estimated an 
nual loss of revenue of $8 billion, and 
very substantial amount of this loss will be 
reflected in fiscal year 1955 

Inasmuch as the present level of gov 
ernment activities will, it 1s estimated, re 
sult in a government deficit this year of 
$3.8 billion and budget receipts of the next 
fiscal year will be reduced by about $6 bil 
lion as a result of tax reductions provided 
for in present laws,’ Mr. Hughes said, “‘it 
is obvious that achievement of a balanced 
budget in FY 1955 will be far from a sim 
ple matter 


The Secretary of the Treasury has re 
cently reaflirmed that no steps will be taken 
to postpone the approximate 10 per cent 
reduction in individual income taxes and 
the expiration of the excess profits tax, 
both effective on December 31 of this year 
Studies, directed at a review of the entire 
revenue picture, are however, presently un- 
der way within the Administration and the 
appropriate committees of Congress.’ 


BUDGET ANALYSIS 

An analysis of the estimated 1954 
budget expenditures indicates the nature 
of certain of the issues which must be 
faced in secking to bring expenditures into 
balance with revenues, Mr. Hughes stated, 
pointing out that three large national se 
curity programs the military functions of 
the Defense Department, the foreign mu 
tual security program, and atomic energy 

comprise approximately 70 per cent 
($50 billion) of estimated 1954 total 
budget expenditures. Expenditures for ma 
jor programs, which are relatively uncon 
trollable without changing existing legis- 
lation, are now estimated at $14.7 billion, 
or 20 per cent of 1954 budget expendi 
tures 

All other budget expenditures (10 per 
cent of the total) amount to $7.4 billion, 
he said. Some of these latter expenditures 
such as those for stockpiling strategic and 
critical materials and for the selective serv 
ice system are related to the national secu 
rity; others are only partially controllable 


ROLAND R. HUGHES has been active in tax work for 
many years, both in this country and abroad, being a mem- 
ber of the Federal Tax Policy Committee (“A Tax Program 
for a Solvent America,” 1945, Supplement, 1947 and the 
1951 reports on “Financing Defense’). Currently he was also 
chairman of the American Bankers Association's Special 
Committee on Excess Profits Tax and of the tax committees of 
the National Foreign Trade Council and the Council of State 
Chambers of Commerce. He has acted as technical advisor 
to various groups making studies of government spending. 
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through the budgetary process without 
changing present laws; and the remainder 
consists of regular operating programs of 
the executive branch such as law enforce 
ment, tax collection, the postal system, and 
various other services rendered to the pub- 
lic. 

‘We are proceeding on the principle,” 
Mr. Hughes pointed out, “that no saving 
is too small and, in consequence, we are 
effecting economies throughout the Budget. 
For example, expenditures for the last two 
categories mentioned above—the 30 per 
cent of the Budget representing essentially 
nonsecurity costs—will actually be $2 bil- 
lion less in fiscal year '54 than in fiscal year 
50. Thus, whereas total budget expendi 
tures increased $32 billion between fiscal 
year 1950 and fiscal year 1954, major na 
tional security expenses increased by nearly 
$34 billion during the same period of time 

“The stubborn fact is, therefore, that 
any way you analyze the Budget, whether 
by components or by the principal sources 
of its recent growth, its final status in dol- 
lars will depend upon the needs and cost 
of our national security programs.” 


DEFENSE IS DOMINANT FACTOR 

In the light of the above, Mr. Hughes 
continued, it is obvious that in any discus- 
sion of current budgetary problems we are 
inevitably involved in the consideration of 
our national defense program. It is and 
will be for the next several years the domi 
nant factor in government expenditures, 
taxation, and fiscal policy. Tne defense pro- 
gram, with its tremendous scope through 
out the country, is and will probably be 
the greatest single influence in our national 
economic life in the next few years, for it 
is apparent that this country must maintain 
for an indefinite period of time strong 
military forces in a reasonable state of mo- 
bilization readiness. No one doubts that 
necessity, 

As President Eisenhower has recently 
pointed out, however, “our military strength 
ind our economic strength are truly one 
and neither can sensibly be purchased at 
the price of destroying the other.” Since 
we live in an age, rather than in an in 
stant, of peril, it behooves us to measure, 
as well as to marshall, our resources and 
to appreciate how real ts the possibility of 
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Federal Tax Horizons 


Joel Bariow 


IRST, we have the assurance of fairer 
Pind better administration in the 
Treasury and in the Internal Revenue 
Service. The policy changes involving 
specific provisions of the Code, which 
were put into effect last January by the 
Commissioner of Internal Revenue, 
encouraging and were long 
overdue. For the Commis- 
sioner's announcement that taxpayers 
will not be harassed by revenue agents 
with recurring changes in depreciable 
lives of plant and equipment should 
mean that corporations will not be 
threatened with depreciation disallow 
ances simply because they do not agree 
to deficiencies or seek refunds resulting 
from relief provisions or overstatement 


new 
are most 
instance, 


of taxable income. 

The recent ruling of the Commis 
sioner of Internal Revenue that compa 
nies in the New England and midwest 
ern hurricane areas can deduct disaster 
relief payments to their employes with 
out creating taxable income to such em 
ployes evidences not only a courageous 
departure from the established pattern 
of Bureau thinking, but a sound inter- 
pretation of the tax laws in terms of 
Congressional intent. It is my under- 
standing that the Commissioner and the 
Treasury met reluctant agreement and 
evcn opposition on this trom persons in 
the lower echelon of the Internal Rev 
enue Service who have fallen into the 
pattern of thinking of the past 20 years. 

It is significant and encouraging that 
these new Treasury officials have the 
courage to overrule them. One of the 
problems the Commissioner and other 
officials in this Administration face 1s 
how to root out the small minority of 
disloyal holders-on of the old Adminis 
tration who continue to act on their con 
viction that business is bad per se and 
tax laws are enacted only for them to 1n- 
terpret and distort so as to accomplish 
the objective of a government controlled 

y. As the Whaley Eaton letter 
for August 8, 1953 pointed out—"New 
Deal cells’ of subordinate (and likewise 
resist 


economy 


insubordinate) officials continue to 
the changes instituted by the new Ad- 
ministration. 

The intentional or unintentional dis- 
loyalty of this small group of hangers 


What are the prospects on the herizon 
for the improvement of our in 
come tax laws and their administration? 


lower echelon of the Depart 
this 


on in the 
ments, a real problem for 
Administration 
with delays and even mistakes which 
shake 


post S 
and we must be patient 
may occur in this transition of 
down period and give the Administra 
tion a chance to put its new house in 
ordet vile ) de / 

It has been these highly educated and r yardstick for determinin 
othcials at the lower level thi if profits 


“ntry. 


articulate ness 
many of them lawyers 


responsible for tax legislation through It 


who have been she ; 


this that 
existence in 


labelled 


which no matter 


j has been sam , . 
regulation when the laws did not satisfy ne grout 


into 
them and who convinced busy Congres 


brought peacetime 


a novel tax renegotiation, 


sional committees to write tax statutes 
and implement the 
views on social change. They are the au 
thors of many of the tax provisions with 
the so-called which 
have found their way into the Code and 
have left the taxpayer-—usually the bust 
with complete uncertainty as 

cttect of a given 


how necessary an evil 


to accommodate 

in all-out war, is a tax without rates and 
which, like the 
effect 


hunting license to a small group to go 


only vague standards 


Excess Profits Tax, in grants a 


‘subjective tests 


up and down the country determining 
how much profit a business will be per 
mitted to keep. Fortunately 
ministration of a bad law 
extent, frustrated the design of the so 


nessman 
good ad 


to the tax business 


transaction 


has, to some 
For cxam le 
I cial planners who had high hopes for it 


mel 


Section 1: 


based entirely on whetl 


), where the imposition of t Iwo questions are uppermost in the 


minds of all of us concerned with the 


lax 27S 


tax prospect today 
Wall there be tax 
a CONMNNING Nn hal L1Ce 
i ; 5 Wall the } the 
penalty tf there is a purpose word | enue Code. now under | 

Treasury, the Staff of the Jomt Com 
House Ways and Means 
mmittee, mean a sounder and more 


tah/ ’ / D 
equitable tax structure in 1954 
/ 
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payer S§ principal purpose 
l 


re 
ance of the tax 


Section 


reduct nin the face 
)} the bud get? 


Internal Ret 


mnsideration by 


102 as it has been frictit f 


interpreted imposing a 27\A¢ 
pre ‘ ‘} Viiv a « 2K revision 


2 OF the 


poy ; ’ 
bl. ACCHIMNMIALION O aAvnin § tent ay itlee, and the 


j / 


] “ FI fpy 
4 ciosely Peld Company 


ubstitu ling the surmise 


JOEL BARLOW, senior tax partner, Covington & Burling, 
Washington, D. C., as a member of the finance and tax 
committees of the United States Chamber of Commerce and 
tax counsel for corporations throughout the country, has 
had occasion to deal with many of the offices of the In- 
ternal Revenue Service and a considerable part of his 
time is spent in work on tax legislation in conjunction 
with the tax writing committees and Treasury officials 
These excerpts are from a paper presented by Mr. Barlow 
before the 22nd Annual Meeting of Controllers Institute. 
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“Kindly inform the staff to come and get their stockings, Miss Wilson, 
and that | don't have to be reminded of the Christmas bonus!’’ 


TAX CUTS AHEAD? 

On the prospect for tax reduction, | 
am not too sanguine. We have assurance 
from Secretary Humphrey and Chats 
man Réed that the Profits Tax 
will die at the end of this year. We also 
have assurance of something like a 10% 
taxes 


Ex¢ CSS 


reduction in individual income 


The exigencies of fulfilling the Republi 


can campaign promise of balancing the 
budget and the continuing necessity for 
defense spending make any over-all tax 
reduction, however, an uncertainty 
Although, to my way of thinking, a 
sales tax, in which the Treasury has 


evinced some interest, would be a fait 
tax even under the concept of ‘‘ability to 
pay” because of the continuing confisca 
tory income tax rates, this might very 
well be political suicide in an election 
year for the Republican party. My guess 
is that there will be no national sales 
tax at either the retail or manufacturer 
level, although there may be an exten 
sion of manufacturers’ excise taxes to 
fill in part at least the gap left by an in 
come tax reduction 

This Administration will not let down 
the national defenses and to keep the de 
fenses it will have to keep up the taxes 
It seems to me President Eisenhower's 
recent statements have made this clear. 
“No sacrifice is too great.” This is the 


RELATED READING 


Turn to ‘Paging the New Books” in 
this issue for the revicw by J. H. Land 
man, tax lawyer, of ‘Effects of Taxation 
Investments by Individuals’ by J. Keith 
Butters, Lawrence | Thompson and Lynn 


L. Bollinger 
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continuing cost of Yalta and Teheran. 
Thus, we can expect high-level spend 
ing, continuing high taxes and some in 
flation for years to come. Although there 
are some indications that the trouble 
Russia is having with its satellites and the 
emphasis it is placing on consumer goods 
instead of military end items may mean 
some lessening of world tensions, the Ad 
munistration must keep up its guard 


TAXES REMAIN HIGH 

Committed to a balanced budget or 
an approach to it by 1955, taxes will re- 
main high. I do not believe the corpo- 
rate rate will go back to 47% or even 
50%. With the demise of the Excess 
Profits Tax it may go above the present 
52 rate. Probably because of our New 
Deal inheritance we must be reconciled 
for some years to continuing high rates. 
Our best hope lies in legislative changes 
which will make these confiscatory taxes 
somewhat more equitable, particularly 
in their impact on business and other tax 
payers who have been carrying the white 
man’s burden 

This Administration realizes, even as 
the Democratic Administration was be 
ing forced to realize, that the salvation 
of our free enterprise system does not 
lic in controlling or harnessing our econ 
omy, but in encouraging the expansion 
of business and individual enterprise to 
create a greater national income which 
will inevitably produce more taxes at 
lower rates. Without the 
nomic frontiers” concept of the last 20 


By losed cco- 


years we might well have reached a na 
tional income figure of 5 or 6 hundred 
billion today 

Our national income has not been 
able to supply the Government with the 
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money it has needed to get votes, carry 
on wars and finance the world. 

Even the New Deal, which through 
restrictive tax policies kept business un- 
der wraps, finally recognized when there 
was a war to win that expansion of facil 
itics to produce more goods and more 
income had to be encouraged by rapid 
tax amortization of facilities for tax 
purposes. It finally made a start on cor- 
recting the foolish and shortsighted de- 
prec lation poli y which came into exist 
ence in the carly '30s as a result of T.D 
1422, by enacting Section 124 in 1940. 
The Fair Deal, confronted with the same 
problem, enacted Section 124A in 1950. 


DEPRECIATION CHANGES 

Probably the most certain change we 
can expect in tax revision is a liberaliza 
tion of depreciation policy because, in the 
long run, this will mean greater revenues 
although it poses a problem for 1955 
balanced budget. This may come about 
through liberalization of the declining bal 
ance method of depreciation, the enact 
ment of a limited optional depreciation 
provision applicable to the acquisition of 
machinery and equipment after January 1, 
1954 or the proposal your able Taxation 
Committee has made for allowances based 
on sound and acceptable accounting prin 
ciples. 

As a member of the Advisory Group on 
depreciation working with Undersecretary 
Marion Folsom, I know that he and other 
Treasury officials are giving serious con 
sideration to real liberalization of depre- 
ciation so that American industry will have 
adequate reserves and funds for the mod 
ernization of what, to a very considerable 
extent, is an obsolete national industrial 
plant. 

The National Committee on Federal 
Taxation of Controllers Institute and the 
American Institute have made very splen 
did contributions to the thinking of gov 
ernment officials on depreciation changes 

It seems likely that a start will be made 
to minimize the so-called “double taxation 
of corporate earnings.” It has seemed to 
me that with a corporate normal tax, a 
surtax and excess profits tax, an individual 
normal tax and surtax, a personal holding 
company tax, a Section 102 tax, a Section 
129 tax and all the miscellaneous excise 
taxes, it has been a remarkable understate 
ment to call it simply double taxation of 
corporate earnings. 

But for the exigencies of balancing the 
budget, I believe the Administration 
would go farther than simply making a 
start. But, as Marion Folsom expresses it, 
since they must face up to paying their 
bills, it may be that they will do nothing 
more than exempt, say, the first $200 of 
dividends from the individual 
income tax. With any change for the 
worse in the fiscal picture, they will prob 
ibly not do that. 

I think we can expect a liberalization in 


corporate 











the tax treatment of research and de 
velopment expenses. One of the sevious 
deterrents to technological development 
in American industry has been the insist 
ence of the Treasury that research and di 
velopment expenditures be capitalized or, 
what may have been even worse, that they 
be expensed in depression or recession 
periods, depending on a corporate tax 
payer's method of accounting. There may 
be an optional provision in the new tax 
revision bill It IS being Live nm serious con 
sideration by both the Joint Staff and th 
Treasury. 

I might mention here, 
give me for a word of criticism, that many 
controllers and treasurers have adopt da 
shortsighted policy in the treatment of 
research and development expenditures 
Many companies have laboriously set them 
up in special accounts even though the 


if you will for 


expenditures were related to current man 
ufacturing operations, thus inviting the 
revenue agent to disallow them as ex 
penses. I have found too many of thes« 
companies trying to compete at a disad 
vantage with more enlightened competi 
tors who, because of good tax planning 
and intelligent accounting practices were 
able to write off research and development 
expenditures by relating them to manufac 
turing operations. 


SUBJECTIVE TESTS 

Probably as long as we have confisca 
shall have to live with 
provisions with taxes 
based on intentions instead of rates—such 
as Section 129 and Section 102, which are 
concomitants of the unwieldy tax structure 
and confiscatory rates which have been 
built up over the last 20 years. Neverthe 
less, we can expect some improvement in 
sections and 


tory tax rates, we 


subjective tests 


the administration of thes¢ 
probably some revision in Section 102 (1) 
to place the burden of proof on the Com 
missioner of Internal Revenue, (2) to r 
duce the undistributed net income by divi 
dends declared shortly after the end of a 
taxable year, and (3) to base the tax only 
on those earnings unreasonably accumu 
lated 

For many years Congress has been asked 
to amend Section 23(a)(1) of the Cod 
to provide unequivocally that deductions 
of settlements and expenses 1n antitrust 
and other civil suits for violations of regu 
latory statutes or regulations should not 
be disallowed on grounds of public policy 
There are many where com 
panies, facing long court tests under sta 
been novel in 


instances 
tutes which have 
terpretations by changed judicial construc 

tion, are forced by limited finances to settle 
these antitrust or other civil suits*brought 
against them by the The 
discrimination against the company which 
cannot afford expensive litigation should 


Piven 


Government 


end. 

The tax-free exchange and reorgani 
zation provisions of Section 112 of the 
Code should be amended to beat down 


the narrow interpretations which have 
been placed on these sections by New 


Deal and court decisions, 


and to give effect to the original intent 
to facilitate, 


re gulations 


and not hinder, business re 


arrangements and reorganizations. Pro 
visions should be enacted for the non 
recognition of gain or loss upon ex 


changes and distributions of stock or 
securitics made in the process of carry 
ing out the requirements of injunctions 
orders or decrees in antitrust proceed 
INnPes The tax laws should not be utilized 
to impos additional sanctions in ant 
trust Cases, particularly when more often 
than not the acts complained of were 
not considered by anvone as violations 
when they committed 
has granted these nonrecognition pro 
visions to various types of involuntary 


were Congress 


transactions and conversions under the 
Public Utility Holding Company Act 
and the Federal Communications Act 
and the same pattern should be followed 
laws 


under the antitrust 


TAX PLANNING 

And; finally, at the risk of continuing 
to carry coals to Newcastle, may I say a 
word about the importance of tax plan 
ning. Hardly a month goes by that a 
tragedy resulting from poor tax plan 
ning does not unfold on my desk in my 
oftice 

1. I can think of the case of a company 
which, on the eve of the enactment of the 
Excess Profits Tax, which well-in 
formed tax advisor knew at the time 
become law, eliminated from its invested 


any 
would 


capital the e uivalent of cash and substi 
tuted for it substantial inadmissibles which 
carried the company into th top excessive 
profits bracket during all the ycars the Ex 


cess Profits Tax was in effect 


2. Or the case of another company 
badly in need of working ipital, with 
. . . oo . : . — _ . 


bank credit available, which shortsightedly 
did ‘not borrow money to increase its ex 
cess profits tax credit and thus paid at the 
rate of 826% on part of its carnings through 
two years of the Excess Profits Tax 

3. And, another company 
troller and tre did not 
the implications of Section 10 


whose con 


asuret understand 


> and how to 
plan and make a case to avoid th IMposi- 
tion of the penalty, faced with a deficiency 
determination of over $1 million which it 
$500,000 


proposed to compromis¢ for 


when it had actually not unreasonably ac 
cumulated a single dollar of earnings 

i. And of still another company, argu 
ing strenuously against the disallowance 
of deductions in the bass period when the 
disallowance of those deductions with the 
payment of a 38Ce tax would have meant 
the saving of at least twice that much un 
der an 82% excess profits tax because of 
the resulting increase in its excess profits 


tax credit 


Most of the effective tax work by con 
trollers, treasurers, accountants and law 
yers 1s done before the return is filed 
through good tax understanding and 


planning. Paradoxical as it may sound, 
good tax planning quite often results in 
the determination by an agent, tentative ly 
at least, of tax deficiencies. | nfortunately, 
many corporate executives labor under the 
delusion that their accountants are doing a 
good job for the company because they 
have Revenue 
Avent. The company which never has any 
controversy or disagreement with the Reve 

nue Agent is very likely overpaying its 
taxes 


no controversies with the 


By the same token, however, the com 
pany which ts needlessly and perennially 
involved in tax controversies is very likely 
the victim of poor tax planning and advice, 
rie } t handling of the Agent upon audit, or 
a management which overrules or ignores 
the advice of a good controll I 


YOUR SHARE: $3,500 


The Nation's public and private net debt increased $31.5 


billion last year to a total of $553 billion, the Commerce De 


partment said. 


That was a net debt of $3,500 for each American at the 


end of 1952. Total net private debt, placed by the depart 


ment at nearly $303 billion, overshadowed net public debt 


(federal, state and local) of $250 billion. The federal share 


was $224,169 million. All these amounts were net debt with 


duplications eliminated 


Net private debt of $302,700 million was made up of 


$167,400 million owed by corporations and debts of indi 


viduals and noncorporate businesses amounting to $135,300 


million. 
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How Monsanto Handles Its 
Financial Planning and Control 


The financial planning and control program of Monsanto 
Chemical Company was presented at the 1953 Midwestern Con- 
ference of the Controllers Institute in St. Louis, May 17-19 by 
Daniel M. Sheehan, vice president and comptroller of Monsanto 
Chemical Company, assisted by several of his company asso- 
ciates. After an introductory outline of the Monsanto program 
by Mr. Sheehan, the following subjects were discussed: 


FINANCIAL PLANNING 


RETURN ON INVESTMENT: Excerpts from remarks by Earl J. 
Wipfler, assistant comptroller 

In judging the management of a company, the stockholders’ 
primary interest is in the relationship of earnings and dividends 
to the cost of their investment. This relationship is also most 
significant to prospective investors. Accordingly, man’ ~ement's 
policies and plans are directed toward the goal of reauzing the 
maximum net income on the capital invested in the business. This 
basic ratio is the yardstick for measuring financial success 

For Monsanto, ‘‘return on investment’? means the relationship 
of net income for a pr riod of time to the average dollars of — 
tal invested in a specific activity at the beginning and end of a 
period. ““Investment’’ is composed of the gross assets. The full 
cost value of the fixed assets is considered part of the investment 
until they are retired from use. Current liabilities, reserve for 
pensions and employes’ bonuses, and the minority interests of 
our subsidiary companies are deducted from the gross assets to 
obtain the net investment 

“Net income,”’ as used in the calculation, is the net income 
after all costs and expenses. The percentage of return on invest- 
ment based on net income after taxes is the principal yardstick. 
However, we also determine the return of net income before 
taxes in order to make comparisons which eliminate the effect of 
changes in tax rates 

Among the reports. we issue in which reference is made to 
return on investment are 


The monthly directors’ report, which contains a statement 
setting forth the percentage of return on investment based 
on net income and net income before taxes. The return for 
each operating division and subsidiary company is shown, 
as well as that for the consolidated picture. 

A report covering Our income budget for the coming year, 
which is received in December of each year by the Executive 
Committee and the Directors. The budgeted return on net 
income before and after taxes is Shown on these statements 
along with the actual return for the previous seven years. In 
addition to this report a presentation of the budget is made 
in chart form. 

The monthly financial reports, furnished by the comptroller, 
in which the various division managers are advised of the 
rate of return for the month and year to date. Our top 
management can readily determine from these reports the 
trend of the company’s progress in achieving the goal of 
obtaining the maximum return on the capital invested, and 
can use it as a basis for determining which divisions or 
subsidiary companies need corrective investigation. 
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Another important use of the per cent of return on investment 
is for the individual products of the company. Those which are 
not showing adequate returns can readily be determined and 
corrective measures prescribed. In cases where rates of return on 
investment are not economically justifiable, a reduction in sales 
prices may result in greater volume, thereby enhancing the over- 
all profit of the company 


FORECASTING OF CASH: Excerpts from remarks by Robert I. 
Phemister, comptroller, Phosphate Division 

Stated in simple terms financial policy is a plan which answers 
two important questions: “Where will the money come from?” 
and “What will it be used for?” To assist management in finding 
the answers to these questions, we have developed a method of 
cash forecasting which has proved reliable under many changing 
conditions. 

The cash forecast is based on a complete budget program 
comprised of a series of individual forecasts covering every phase 
of our operations. Each forecast is carefully prepared in detail by 
the individual responsible for a particular operation. For ex- 
ample, the sales manager of a division submits a forecast of sales 
showing the quantity of each product he expects to sell and the 
price he expects to receive. In a similar manner, executives in 
every part of our company contribute their forecasts to the budget 
program. 

The individual forecasts thus obtained are translated in terms 
of cash and set down in a way which shows clearly their relation- 
ship to each other. The resulting cash forecast then becomes the 
framework from which definite financial policies can be de- 
veloped. This forecast is prepared each month for the Board of 
Directors and covers a period of 24 months in advance. It shows 
the cash position of the company in terms of long-range planning. 

The first of the two statements which comprise the cash fore- 
cast shows the estimated change in cash position for the two-year 
period, This statement is divided into two sections, the first show- 
ing the estimated sources of cash and the second the estimated 
disbursements. On this statement the estimated disbursements of 
cash may well exceed the estimated cash that will be available. 
For example, if we have planned a large expansion program, this 
statement will show the need for additional funds. 

The second statement of the cash forecast shows the estimated 
balance of cash and tax notes at the end of each month during 
the two-year period covered by the forecast. Information for this 
statement is obtained by spreading each of the factors on the 
previous statement and computing the month-by-month change 
in cash. From the monthly cash balances, the directors can de- 
termine how much and at what time additional cash will be re- 
quired. Armed with the information shown in these statements, 
the directors can appraise the situation and determine a course 
of action 

The success of our cash-forecasting procedure lies in the fact 
that we gather together and coordinate all the individual fore- 
casts covering each phase of our operations. Each responsible 
executive in our company contributes a carefully prepared fore- 
cast covering those operations for which he is responsible. We 
believe this method yields more accurate results than one based 
on a few general estimates of future conditions. Because it has 
been reliable under many changing conditions, it has earned the 
confidence of management. 
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originator of modern microfilming—and its application to accounting systems 


PROGRAM FOR FINANCING: Excerpts from remarks by Daniel 
M. Sheehan 
Each program for financing is based on our cash requirements 
as developed in the cash forecast. The particular program we may 
follow naturally depends upon conditions at the time of financing 
Financial planning revolves around our Finance Committee, 
which is made up of four members of the Board of Directors, 
the chairman of the Board, the president of the company and 
The Committee, who is 
one of our outside directors, is an expert on financial affairs. 
rom our cash forecast, we are abl when additional 
funds will be required, and how much. Because of this long-range 
planning, any need for additional funds does not catch us un 
awarces, but shows up sufficiently in advance to allow for leisurely 
and intelligent planning. It has been our policy to see that we 
have sufficient cash on hand to finance plant expansion and 
additional working capital before any major projects are started 
Asa rule of thumb, we estimate that we need ten per cent of our 
annual sales as working cash. In addition, we like to have on hand 
to take care of 


two outside directors chairman of the 


to set 


a reasonable amount of what we call “excess cash 
any Opportunity or emergency which might arise 

When the need for more funds appears, the situation is closely 
watched for a few months. If it persists, work is then com 
menced on determining the amount and type of financing. The 
first step is to review critically our planned estimated expendi- 
tures for plant additions and replacements. All projects included 
therein must pass a test almost as severe and as exacting as when 
they were submitted for approval, the acid test being the return 
on investment. If it is found that all projects can be justified and 
that it is desirable to go ahead with them, then the amount of the 
new financing can be determined 

The next step is to decide what kind of securities to issue and 
the best time to issue them, The type of security to issue is based 
on a number of factors: 


1. A proper balance between stock and debt; 
Whether it is considered better to increase permanent capi 
tal or long-term debt 

3. Which security is considered te have the best marketability 
at the time we need the money ; and 

i. The situation with regard to taxes and other factors 


Our successful program ts a result of good organization and 
the prompt and accurate interpretation of information. This plan 


ning will, however, be only as accurate as the information used 


in developing each program In other words, its accuracy de 
pends upon the various accounting controls placed over the 


gathering of that information 


— 


4 


A 
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“Look, there’s what’s-his-name”’ 
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ACCOUNTING CONTROL 


BUDGETARY CONTROL: Excerpts from reraarks by Earl J. Wip- 
fler, assistant comptroller 

Our budgetary control plan involves the forecasting and 
planning of all act*vities of the business in such a way that the 
capital invested, the maximum return on such capital, the sales 
volume, and the production and other costs are all brought into 
proper relationship. It provides management with the tool 
whereby it can take the necessary action to attain the desired 
results. 

Through forecasting and budget control the Executive Com 
mittee has an agreement with the persons responsible for each 
phase of the budget as to what is expected of them during a period 
and has the means at hand to determine currently how they are 
performing. In order to accomplish this, it is essential to provide 
adequate controls or guides for comparison with actual results 
The controls include budgets for all elements of net income, 
such as sales, costs and departmental expenses. In addition, 
breakeven points, ratios of costs to sales, and rates of inventory 
turnover are developed as guides 

The forecast of sales is the most important element of the 
income budget, because sales represent the source from which 
the income of the company is derived. The forecast of all operat- 
ing costs and other expenses of the company must be made in 
relation to the sales forecast. 

Sales and all other elements of net income are summarized on 
the income statement to determine the budgeted net income. The 
net income budgets for each division and subsidiary company 
are consolidated into an over-all budget. These budgets, to- 
gether with comparisons of actual results for the past seven years, 
are presented to the Budget Committee for review. This Commit- 
tee, consisting of the president and the comptroller, reviews the 
budgets with cach division manager and staff department di- 
rector. Where the anticipated net income does not result in a 
satisfactory return on the investment, each item on the budget is 
gone over again carefully to determine whether a more satis 
factory return can be anticipated. 

After the over-all budget has been adjusted for changes by 
the Budget Committee, it is presented to the Executive Com 
mittee for approval and finally to the Board of Directors. This 
review and approval of the budget is completed prior to the first 
of the year. 

Our budget procedure allows for quarterly revisions of sales 
and production costs. These revisions follow much the same 
procedure as has been described for the annual forecasts. How 
ever, we do not revise selling, administrative, research and gen 
eral department budgets, except for unusual circumstances which 
cannot be foreseen prior to the beginning of the year. 

The budget program provides our management with the requi 
site guides for use in controlling all phases of operations. The 
system has been developed over a long period of years, and we 
are continually striving to furnish management with the most 
effective means of control possible. 

Of course, the management group at all levels must recognize 
the value of the budget program and take the necessary action 
to insure that the planned results are obtained. 


INTERNAL AUDITING AND CONTROL: Excerpts from remarks 
by Patrick J. Dowd, director of internal auditing 

The primary objective of our internal auditing and control 
program is to determine that the required control has been es 
tablished and is functioning. Although the basic principles of 
our approach for planning and control may remain the same, 
changing conditions require that care be exercised in modifying 
and redesigning the detailed procedures used to obtain this ef- 
fective internal control 

Our internal auditing and control program is divided into 
three parts: (1) periodic survey of internal control; (2) sched- 
uled audits; and (3) special assignments. 














Periodically, our auditing staff reviews those operations, at all 
our plants and offices, which directly affect accounting. A ques 
tionnaire is used by our staff in making this study of the account 
ing department as well as other departments 

Where warrant further 
various character are made. These pe riodic studies of our system 


conditions investigation, audits of 
of internal control have aided us materially in determining th 
need and extent of scheduling audits throughout the company 
This is one way of assuring management that controls are fun 
tioning. 

Our scheduled audits, in some cases, aré 
while, in other instances, detailed checking of transactions has 
been found to be desirable. Some of these scheduled audits in 
the verification of 


limited to testing 


clude: the verification of cash and securities; 
accounts receivable; observation of the taking of physical in 
ventories; and, a reasonable investigation of plant property a¢ 
counts. The latter includes a review of expenditures to determine 
that there has been proper segregation between capital and ex 
pense charges 

An audit manual outlines 
staff, the scope and procedure of each audit. It is used as a guide 
in determining that the minimum requirements of each audit 
have been met. The auditor expands the scope of the audit where 
conditions warrant 

It is to be emphasized that these audits are scheduled where 
the need is indicated by our survey of internal control 

Our staff reviews carefully those controls which are 


for members of the internal audit 


ro 
vided to assure prompt and accurate accounting of sie Se 
It is determined that, in the case of cost-plus contracts, adequate 
controls have becn established over the receipt of materials and 
computation and payment of payrolls by the contractor. We also 
determine that all payment of invoices for labor, matertal and 
services are properly audited prior to payment. Periodic tests are 
made on large construction projects to determine that the stand 
ird procedure for controlling such projects is being followed 


PRODUCTION COST CONTROL: Excerpts from remarks by Mr. 
Phemister 

Since it is a bast principle at Monsanto that the responsibility 
for each phase of the operations rests with the individual in 
charge, control of production costs is the responsibility of the 
production executives. Our accounting system | rovides comple te 
actual and standard cost information as a basis for controlling 
manufacturing costs 

Under our accounting plan, actual costs are deve loped monthly 
covering each of the production centers and servicc departments 
Materials, labor, supplies, and other direct expenses are charged 
directly to production departments. Service department expenses 
are allocated to the production departments on various bases 

Monsanto has used standard costs for the past 25 years to valuc 
intermediate and finished goods inventories and to assist in the 
control of manufacturing costs. The multiple bracket system 
which we use recognizes the fact that th which 
make up the total cost of a product vary with changes in 
the production level, though not always in the same degree, Un 
der this system we develop standard costs for each product at 
several levels of production These levels, or brackets, are se 
they are the which significant 


¢ X pe ses 


lected because points at some 
change in cost occurs. 

For example, let us suppose that a department has three pres 
sure cookers, each one « ipable of produc ing 10,000 pounds of 
finished product They can be ope rated inde pe ndently or togethe: 
require d regardless of 
whether one, two or three Since the 
labor cost does not vary with production, there is a significant 


hange in cost at each 10,000-pound level. The predetermined 


Four operators and three helpers are 


cookers are in operation 


product cost computed for cach level is known as a bracket 


standard cost 

The production supervisors have an intimate knowledge of 
manufacturing operations and ar able to exert the most direct 
effort in cost control. Therefore these men furnish the basic in 


tormation for setting bracket standard costs 
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ie me < 
‘One nice thing—our game isn't always being 
interrupted by their setting the pins back up” 


Normally the top bracket represents the capacity production 
level of a department. This bracket is designated the “inventory 
standard bracket.’” The cost standard dev loped for this bracket 
therefor 
value intermediate and finished goods mventorices 

In actual operations the quantity of a product produced in a 
given month scldom agrees exactly with the quantity selected for 
bracket standards. Therefore, 
compute a standard cost to fit the actual production 


becomes the “inventory standard cost.” This ts used to 


one of the to measure actual op 
crations we 
level. This is done by interpolating between the appropriate 
bracket. The cost standard thus de veloped ts called a performance 
standard. Since it is applicable to the actual level of operations, it 
is used to gauge the actual results 

One of the important features of our multiple bracket system 
of standard costs is that we can isolate the variance factors into 
three categories—performance, price and volume variances. The 
Variance between actual and standard COSTS IS recorded On out 
books. In our monthly cost reports the variance ts segregated to 
show the effect of ope rating ethics ncy, price differences and vol 


ume of production 


FINANCIAL REPORTS: Excerpts from remarks by Walter C 
Thilking, assistant to vice president and comptroller 

Qur Summary of Net Sales and Net Income 
fifth of cach month and is presented to the Executive and Financ 


is issued on the 
Committe and the general Manapers ot operating divisions 
Figures are re ported in thousands of dollars. The first page shows 
the net 
month and year to date compared with budget and with prior pe 

j 


sales of each division and subsidiary company for the 


Any unusual items of income Of CXPCHs¢ dare ¢ x} lained in 
spac provid d for notes 

Page two of this report gives the net income (before and after 
taxes) for the month and year to date, which also ts compared 
with the budget and with previous periods. Additional informa 
tion provided is the amount of income available for common 
stock and the « irninygs per share of common stock 

Page thre 


of the summary report shows the net income after 
taxes for divisions and each subsidiary company. Again, as in 


pages one an 1 two comparisons are made with the budget and 
with prios periods 

A detailed financial report 1S | resented to « ich division man 
iver with respect to his own division. These detailed financial re 


i 
Continued 
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Financial Reports 
to Plant Operating Executives 


Adolph G. Lurie 


| jon RE IS a dive rsity of Opinions as to the 
extent of financial and 
profit and loss information to those re 
sponsible for the operation of a plant or 


disc losure of 


major production unit. One school of 
thought is that production men are only 
interested in production output, in efh 
ciency of production units, cost of produc 
tion, and methods of reducing unit costs 
Another considers that production men 
are also interested in the financial aspects 
of their operations and in the contribu 
tion of their plant to the financial success 
of the entire enterprise. A discussion of 
the pros and cons of these two views should 
be helpful in clarifying the thoughts of 
those confronted with this problem 

When a production manager ts only 
aware of the produc tion costs of his manu 
factures, his only urge is to reduce thes 
costs. He knows that the effect of cost re 
duction increases profits or reduces losses, 
but he is not aware of the relative degree 
of profits or losses of his operations or of 
the various items produced in his plant 
His efforts may be likened to that of a run 
ner in a track meet, trying for a new record 
running against the clock. 

Competitive instinct causes the runner 
to give that last ounce of effort when a 
rival is at his heels, and hence he has the 
further incentive to beat his opponents, as 
well as the clock. The rival to costs is sales 
prices and markets for the finished prod 
uct 


OBJECTIONS TO PROFIT DISCLOSURE 

It is the contention of some that pro 
duction personnel have no control over 
sales policies, selling prices, or distribu 
tion practices and therefore they need not 
be informed of these factors. Why burden 
them with such matters that have no prox: 
mate effect upon the results of their ef- 
forts? The prime responsibility of a plant 
manager is production quantity, quality, 
and costs. Cost standards or budgets can be 
established at a realistic level to provide a 
sufficient incentive and the competitive 
urge. The standards should be established 
by production personnel and should pro 
for normal standard costs as well as 
which then set a 


vide 
ideal attainable 
measure for the control of efficiency, the 
direct management of the production facil 
ity, and a basis for determining how well 
the plant Management team ts Operating 
the factory. 

The presentation of profit data at the 
plant level does not reflect the truc picture 
Normally no provision is made in factory 
cost records for distribution costs, selling 
costs, home office administrative expenses, 
financial costs, and other similar deduc 
tions that must be taken from the sales re 
turn to determine the net profit of the or 
ganization. If profits were determined at 
the plant level, it would give factory man 
agement a highly distorted view of their 
contribution to the earnings of the com 
pany. The high profits reflected in such 


costs, 


* 


ADOLPH G. LURIE, supervisor on the Tax and Special 
Service Staff of Alexander Grant & Company, New York, 
received the 1953 Lybrand Certificate of Merit award from 
the National Association of Cost Accountants for his article 
“Controlling Research Costs with a Budget” and recently 
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statements, without deductions for non 
manufacturing costs, might have the psy- 
chological effect of adversely influencing 
efforts to reduce factory costs. It therefore 
is not too wise to submit such information 

Profits reported at the final net after all 
deductions can also have an adverse effect 
When profits are low or nonexistent, it 
might imply that the home office has been 
loading expenses against the plant's prod- 
ucts, or that the allocation practice favors 
one Operation against another. This can 
have a discouraging influence upon key 
production personnel. If net profits are 
high, there might be a tendency to neglect 
efforts to reduce cost. In any event, why 
disclose information to plant personnel 
when operating results cannot be improved 
by such disclosure, but may be adversely 
affected? Let the headquarters jealously 
guard the secret of product profitability 
and let production men only concern them- 
selves with their own field, the actual pro- 
duction of the goods at the highest quality 
and the lowest cost 


OBJECTIVES OF PROFIT DISCLOSURE 

On the other hand, it is argued that 
production managers should be made to 
realize that they are members of the man- 
agement team and as such should be kept 
fully informed of all activities that have 
any bearing upon their operations. With 
full knowledge of the import of data sub- 
mitted, the plant management can make 
intelligent decisions based upon all the 
facts. 

The goal of all business is profits and 
progress. Profits create the means for prog- 
ress and therefore the profit incentive must 
exist, even with plant personnel. Knowl- 
edge of the plant contribution to the prof- 
its of an Organization is a spur to increase 
that contribution. It is far easier for plant 
personnel to think in terms of plant ex- 
pansion and growth when they have con- 
fidence in the profit-producing aspects of 
present facilities. 

Pressure to reduce costs is more effec- 
tive with respect to marginal items when 
full information is available. The effort 
necessary to convert a marginal product to 
a profitable item can be exerted more read- 
ily when the amount of required exertion 








is known. An incentive exists when the 
matched with total 
costs. It is easier for plant executives to 


sales return can be 






try to reduce costs when they know at 





which point the competitive factor can in 
crease sales and thereby add another prod- 
uct to the profitable items produced in 
their plant. 

Cost reduction can also be pursued mor 














effectively by plant management with re 
spect to profitable items. With a complete 
understanding of the profit structure, plant 







personnel can measure the success of their 
operations in terms of profit dollars when 
ever costs have been reduced. The positive 
approach of considering increased profits 
from reduced costs or the reduction of 
product losses through savings in the cost 
structure is more effective than the study of 
reduction of costs by itself. 

| Plant officials should be made to realize 
that cost reduction widens the market for 
the company's products. This is best illus 
trated by the profitable results of market 
ing those products with which the officials 
are familiar. Where profit margins are 
large, the amount available for market ex 
pansion 1s an incentive to increase the area 
of distribution. This, in turn, increases the 
need for production and improves the im 
portance of the production unit. Increased 




















production reduces unit costs and increases 
efhciencies. This, in turn, provides mor 
profits for expansion. While production 
men are theoretically aware of this cycle, 
it is only through constant review of the 
full profit structure of cach item, that it 
becomes an integral part of their thinking 
and production planning. 

The upward curve of present-day costs 
is a most discouraging aspect of produc 
tion planning. Many of the factors are b« 
yond the control of factory management 
To enable them to cope with the effect of 
these, they should have available data con 
cerning the impact upon the results of 
their operations. When information rx 
garding increasing sales prices and net r¢ 
turn is available, the planning for the usc 


















of production facilities can be placed upon 
a more realistic basis. Balancing all the 
factors involved will often clarify the 
problem, influencing its prompt and satis 






factory solution. 

One of the many problems facing pro 
duction men is the ever-present demands 
of labor for increased wages, which no 
longer can be met by negotiation without 
adequate financial information. Controllers 








are often invited to attend the conferences 





to give weight to the importance of finan 





cial data in the discussions of manage 





ment’s probl ms as atfected by labor's de 





mands. However the principal representa 
tive for management is frequently the local 
plant manager who has the respect of the 
labor officials and is better known to plant 
personnel than home office officials. The 
negotiator should be fully conversant with 
all matters pe rtaining to his operations, sO 
that he can ably defend his company’s 
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position and so make decisions promptly 
This knowledge can only be acquired 
through frequent and continuing reports 
of all matters pertaining to the plant, in 
cluding the profit pattern and its rela 
tion to the entire corporate structure With 
such information he can readily weigh the 
effects of the demands of labor and arrivi 
at conclusions that will result in the best 
possible terms for the company 


NATURE OF FINANCIAL REPORTS 

It can be readily seen that the advantages 
of informative reports submitted to plant 
management personnel far outweigh the 
disadvantages. The problem then boils 
down to the nature of the information that 
should be disseminated. Actually there ar 
three levels of management that should 
receive data. These are (1) the executive 
group consisting of the plant manager and 
his assistants, (2) plant superinte ndents 
directly responsible for general operating 
control, and (3) department heads, 
sponsible for the control of a specific de 
partment. It should be noted that foremen 
are not included among those who should 
financial General] 
speaking, such men are not required to 


receive information 


make decisions that require such data and 


often are not fully qualified to interpre 
the information intelligently 

The type of report to each level sh yuld 
differ, depending upon the responsibility 


and authority vested in the individual 


The information that would be available 
for distribution would depend upon the 
data prepared by the cost and accounting de 
partments and would vary considerably in 
different Organizations, In many instances, 
reports being prepared for management, 
or a segment applicable to the operating 
property, may be used or revised for this 
purpose with little additional effort. How 
ever, the data that would be useful at each 
level would generally conform to the fol 
lowing pattern 

The department head is the lowest level 
that should receive reports. Statements sub 
mitted should reflect the 
of his operation, in addition to the operat 


financial results 


ing data of efficiencies, wastage, budget 
and similar re 


ports. Generally speaking, he would nor 


pr rformance, variances 


mally receive most of these nonfinancial 
reports, but the addition of a statement 
showing the net Operating income or loss 
resulting from the area of his responsi 
bility would add materially toward his in- 
telligent interpretation of other data. If 
ivailable, the net profit for each major 
product within the scope of the depart 
ment head's activities is an extremely val 
uabl report 

Plant superintendents should receive a 
statement of the income for the entire plant 
in addition to the reports submitted to 
those department heads within their juris 
the 
at de 


This increases the 
information for 


di tion. 
iV ailabl 


scope ot 


arriving 
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isions with sound judgment and would 
tend to give superintendents a broader 
managerial view of problems that con 
front them. They can make comparisons of 
the results of their efforts in relation to the 
instances, the 
no better than the in 


whole. In many 
ind COM lusions are 
formation upon which they are based. It 1 
therefore important that the men at thi 
i broad 


viewpoint so that they can weigh the effect 


level of plant management have 


upon the entire plant of any action taken 
within the scope of their authority 

grout 
charged with the responsibility for com 


The top executive is generally 
plete operations of the plant and as such 
should have all available information with 
respect to its Operations and its relation 


ship to Operations of other plants in the 


de CIStONS 


Orpvanization and the entire corporate re 
ults. They should therefore receive or 
have available all the data submitted to 
their subordinates, plus a statement of the 
income of the entire enterprise, in com 
parison with the income from the plant 
Qt course, 
ment is not enough. These men must have 


merely submitting the stat 


data in 
Hence a 


account 


the background to evaluate the 
relation to their own activities. 
further analysis of the income 
hould be submitted indicating the profit 
it the plant level, which re flects the direct 
contribution of the operation. This would 
generally be a statement of the sales of the 
plant's products, including interplant shi 
ment at an assumed sales value, less all 
costs of production, overheads, and ad 
ministrative costs within the area of the 


plant manager's re sponsibilitic s. The profit 
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What secunty 

is tailor-made for 
ENSION FUND 
Investment? 


The informed investor of pension, 
insurance or endowment funds seeks a 
dependable average yield over a long 
period and definite return of principal at 
fixed maturity dates. Railroad equipment 
trust certificates fill these requirements 
as though tailor-made for them. They 
couple basic soundness with a wide 
choice of serial maturities that fit perfectly 
into the actuarially calculated investment 


program. Too, these issues are available to 


yield as much as 3°:, frequently more. 


Ihese prime obligations of America’s railroads 
are represented by several desirable issues in our latest 


offering list. Send for it without cost or obligation 


HALSEY, STUART & CO. Inc. 


123 SOUTH LA SALLE STREET, CHICAGO 90 « 35 WALL STREET, NEW YORK 5 


AND OTHER PRINCIPAL CITIES 
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tigure so obtained should then be recon 
ciled with the net profit attributable to the 
plant. Such a reconciliation would gener- 
ally show deductions for profits on intet 
plant shipments, allocated and direct sell 
ing expenses, home office administrative 
costs, taxes not reflected elsewhere, and 
similar items depending upon the account 
ing policy of the organization. 


STATEMENT CONTENTS 


Interpretive comments prepared — by 
the controller or accounting department 
should accompany the reports and state- 
ments submitted. This will ease the burden 
of evaluation and add to the utility of the 
reports to men who are generally not too 
familiar with the practices and policies of 
financial reporting. If the reports are in 
formative and readily understandable by 
the men on the firing line, they will be 
read with interest and used for the pur 
poses intended. If they are complex and 
full of minor statistics, they will be dis 
carded by the busy production executive 
Controllers must realize that their financial 
reponts are read by individuals who often 
have not the facility to think in monetary 
terms as the accountant 1s trained to do. 
Too often, financial reports look like a 
mass of numbers, and as such, would 
frighten a casual reader. A report ts fat 
more readable if all insignificant figures 
are deleted. It is now common practice in 
many organizations to eliminate pennics 
from most statements. Why not go fur 
ther? For all practical purposes, is not the 
nearest hundred dollars or nearest thou 
sand dollars enough on certain major re- 
ports ? A review of internal financial state 
ments will quickly indicate the extent that 
unnecessary digits can be eliminated with 
out reducing the value of the data. 
Similarly, unit costs are often expressed 
in terms that confuse rather than clarify 
because too many digits are shown. The 
first approach to this phase of the prob 
lem is to consider the quantity unit used. 
Should it be piece, dozen or gross, or 
should it be pounds, hundred weight or 
tons? The largest feasible unit should be 
used but it must be used consistently 
throughout or confusion would result from 
changing of units. The larger units not 
only reduce the insignificant digits in the 
quantity measure but also in the unit price 
The determination of the number of 
digits after the decimal point would vary 
depending upon the usages. For costing 
purposes in the actual accounting records 
it is often necessary to use four, five, or six 
digits. However this should not be carried 
through to the finished report. For all 
practical purposes the nearest mill is often 
sufficient. Thus the figures are casier to 
comprehend and the reports easier to read 


(Continued on page 585) 
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LONG SHOTS & CLOSEUPS 
WITH THE CONTROLLER CAMERA 


Worcester, Massachusetts 


Donald H. Dalbeck, treasurer of Reed 
Prentice Corporation and a national di 
rector of Controllers Institute of America 
served as general chairman for the Golden 
Rule Campaign of the Community Chest 
of Worcester, Massachusetts. The can 
paign topped a million dollars for the first 
time in the 34-year history of the Com 
munity Chest. Mr. Dalbeck received thi 
Chesty”’ plaque at a dinner at which th 
campaign reports wer 
pre sented by M. B. Higgins, presi lent of 
the Worcester Community Chest, who ts 
also president of the Norton Company of 
Worcester (Photo-W orce 


announced. It was 


ot 
ter Telegram) 


Paul Haass 
trollers 


managing director 


John I 


Institute; 


ol 


Hearst 


( On 


Past 











Detroit, Michigan 


At their meeting on October 27, mem 
bers of the Detroit Control honored 
George W. Schwarz, fellow Control mem 
ber, in recognition of his election to the 
presidency of Institute of 
America at the Institute's Annual Meeting 
in Boston, in Se ptembc r 


7 


Controllers 


Mr. Schwarz is vice president and treas- 
‘urer of the Wyandotte Chemicals Corpo 
ration, Wyandotte, Michigan. Seated with 
Mr. Schwarz (5th from left) are the fol 
lowing (lett to right) 

Arnold W. Hartig, president of th 
Detroit Control and treasurer of Universal 
Products Company, Inc., Dearborn, Mich 
* DECEMBER 


1953 
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national director of the Institute and « 
troller of S. S. Kresge Company, Detroit 
James W. Irwin, management consultant 
who was the principal speaker at the din 
ner meeting; President Schwarz; Alvin 
Kropf, regional vice president (Region 
V1) of Controllers Institute and vice pres 
ident and controller of R. L. Polk & Co 
Detroit; and Roger A. Yoder, chairman of 


omy 


the National Planning Committee 
trollers Institute, and 
Detroit Steel Cory .. Detroit 

Messrs. Hearst, Kropf 
well as Mr. Schwarz are past presider 
the Detroit Control. Mr. Hearst pr 
Mr. Schwarz with 


1 Ic ither brief ca 
behalf ot the ot the 


secretary 


and 


members Control 








CHRISTMAS 
GIFT SHOPPING 


from your own office 
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. 


For the business associates 
on your list—what could 
be more appropriate than 
a subscription to THE 
CONTROLLER 

and how easy it is to take 
care of your business gifts 
by sending us your list 
of names and addresses 


NOW 


We'll do the rest. We'll 
notify each recipient that 
a subscription is being 
sent with your greetings. 


* 


HOLIDAY GIFT RATE 
Only $3.50 a year when 


you give two (or more) 
United States subscrip- 
tions. Add 50c a year for 
Canada and foreign. You 
may send us your check 
with your list—or we will 
be glad to invoice you. 
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Direct Costing vs. Conventional Cost Methods 


Debated at AIA’s Annual Meeting 


IRECT COSTING, forecasting and budg 
D cting, income taxation, internal con 
trols and other matters of interest to finan 
cial management were discussed at the 
66th Annual Meeting of the American In 
stitute of Accountants, held October 18 
22, in the Palmer House, Chicago. Over 
1,900 members and guests attended the 
gathering, making it the largest in the his 
tory of the organization, The convention 
coincided with the Fiftieth Anniversary of 
the Ilinois Society of Certified Public Ac 
countants 

Arthur B. Foye, senior partner of Has 
kins & Sells, New York, was elected presi 
dent of the Institute. A member of the or 
ganization since 1927, h 
VICE president, 1951-52 and as a member 
of the Executive Committee. He ts cur 
rently serving as president of the Account 
ants Club of America, and also of the Fas 
East-America Chamber of Commerce and 
Industry, and of the New York University 
Alumni Association. He ts vice president 
of the American Asiatic Association and 
a member of the National Board of the 
Young Men's Christian Association. Hy 
succeeds Jay A Phillips of Houston 

Other certified publi 

elected to office include: vce presi 
dents, Michael C. Conick, Pittsburgh 
James E. Hammond, San Francisco; Wal 
lace M Jensen, Detroit, and John A. Pey 
roux, Jr., New Orleans W.-M 
Black of Short Hills, N. J., who ts senior 
partner of Peat, Marwick, Mitchell & Co 

Elected members at large of the Inst 
tute’s Council were: Gordon S. Battell 
Dayton, Ohio; George O. Carlson, Los 
Angi les; Samuel W. Eskew, Loutsvill 
Lincoln G. Kelly, Salt Lake City; Col 
burke Lyons, Detroit; Ralph B. Mayo 
Denver; Maurice H. Stans, Chicago; Vit 
gil S. Tilly, Tulsa; Harold R. Caftyn 
Thomas J. Green, John B. Inglis ind Prior 
Sinclair of New York 


has served as 


accountants who 


/ 


were 


lreasnre) 


DIRECT COSTING 

Charles R. Fay, comptroller, Pittsburgh 
Glass Company, who ts a regional vice 
president and member of the Executiv: 
Committee of Controllers Institute 
one of the guest sp akers. Discussing “Af 
firmative Aspects of Direct Costing,” he 
declared that the direct costing system his 
company uses more than adequately mects 
ill needs from an accounting standpoint 


Was 
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Over and above this,” the speaker ob 
served, “we are certain that our system has 
produced many major benefits for man 
igement—benefits which we feel could not 
be achieved as efficiently and economically 
with any other system. In this direct cost 
ing system our management has found an 
multiple-purpose tool for valua 
tion of inventory, for pricing, for profit 
analysis and, in general, for more efficient 
onduct of production and merchandising 


cltec tive , 


ope rations 


NEW AIA PRESIDENT 


ARTHUR B. FOYE of New York, sen- 
ior partner in the firm of Haskins 
& Sells, was elected president of 
the American Institute of Account- 
ants for 1953-1954 at the 66th An- 
nual Meeting held in Chicago, Ill. 


Mr. Fay cited two advantages which ac- 
crue from using direct cost as a method of 
valuing inventories. ‘‘First,’’ he said, “in 
ventory values will tend to remain stable 
because they are not affected by variations 
in manufacturing efhciency or in produc 
tion volume. Second, the dollars-and-cents 
value applied to a particular unit can defi 
nitely be analyzed to determine that all 
the factors going into that cost are truly 
applicabl: 

The proof of the pudding ts in. the 
cating, and the cating in this instance 1s 
what management thinks of this type of 
In our case we have had an 
excellent from management to 
the information which we 
and to produce from the basic cost sys 


cost systcm 
rr Spons¢ 


are able to show 
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tem. He enumerated several points which 
helped to win this approval, including the 
following 


1. Management ts able to see at a glance 
whether any change in the profitabil- 
ity of any product line is due to a 
change in the sales department's ef 
fort. 

The separation of labor from other 
segments of the variable costs has 
helped in considering changes in 
price coincident with changes in the 
cost of labor and fringe benefits 
Forecasting of changes in sales vol 
ume can be readily interpreted and 
the changing profit situation promptly 
determined. 

Management is provided with a con 
cise and accurate method of measur- 
ing the human element in all seg 
ments of managerial operations. The 
operating statements become excel- 
lent guides for evaluating manage 
rial results and abilities 


CONVENTIONAL COST METHODS 


While conceding that direct costing has 
certain advantages from the viewpoint of 
management and the organization within 
the company and for internal reporting, 
Roger Wellington of New York observed 
in rebuttal that ‘these values can be ob- 
tained from proper application and use of 
conventional cost methods.” 

"It appears that direct costing is aimed 
in general at overcoming weaknesses of 
conventional cost accounting in connection 
with internal presentation of unit product 
costs and in showing the results of short 
periods of operation to management,” Mr. 
Wellington declared. “External financial 
reporting of manufacturing companies ts 
not concerned with unit product costs nor 
frequently with detailed statements of pe 
riods of less than one year. Because of this 
distinction, direct costing would not 
achieve in external financial reports what 
it is aimed at accomplishing internally. Di 
rect costing does not appear to have any 
clear advantages in furthering the basic 
purposes of external financial statements, 
nor will profits be measured as well as by 
conventional methods 

As independent certified public a 
countants, we are concerned not merely 
with the management point of view or the 
effect on only one company, or even on 
only one industry; we are concerned with 
whether direct costing should be added to 





the body of generally accepted accounting 
principles in presentation of financial re 
ports to the public 

“The management of each 
should have the benefit of internal state 
ments which analyze costs and expenses 
between those that are variable and thos« 
that are fixed. Each will have to consider 
whether it prefers to use direct costing for 
regular internal accounting and financial 
reporting, with full costing as supplemen 
tary, or whether its cost accounting and r¢ 


company 


porting will be on the conventional basis 
with marginal costing supplementary. The 
conventional basis, properly developed 
and adequately reported, seems definitely 
superior for general use.’ 


THE NEED FOR TECHNICAL 
HELP ON TAX MATTERS 

Commenting on the differences between 
lawyers and public accountants regarding 
representation in tax matters, T. Coleman 
Andrews, Commissioner of Internal Reve 
nue, who is a past president of the A.I.A 
said ‘It is as necessary for the taxpayers to 
have lawyers, engineers, economists, statis 
ticians and others, as well as accountants, 
to help them with the preparation of their 
tax returns and the settlement of their dis 
putes with us, as it ts for us to have all 
these categories of technicians in order to 
administer the revenue law 

“Even if the practitioners in every one 
of these categories were fully qualified to 
handle the situation, there just wouldn't 
be enough people in any category to do th 
whole job 

The Commissioner declared that 
“This Administration will not seck, by its 
interpretation of the revenue laws, to gain 
by regulation laws that Congress ts unwill 


also 


ing to enact.’ 


MONETARY POLICY 

The chairman of the Committee for Eco 
nomic Development, Meyer Kestnbaum 
president of Hart, Schaffner & Marx, Chi 
cago, advocated the development of plans 
for maintaining economic stability. “We 
must learn to live with a monetary policy 
that is flexible and adaptable,” he advised 
“We must tolerate its costs and its errors 
and we must learn to manage it better. This 
requires Clearer statements of objectives on 
the part of those who are carrying out the 
policy. 

“Our chief safeguard against undesit 
able effects of monetary policy must be the 
capacity to ¢ hange promptly In response to 
economic changes as they become appar 
ent. One of the most encouraging deve lop 
ments of the past year was the fact that the 
Federal Reserve shifted quickly from a 
policy of restriction to a policy of mone 
tary ease, without being forced to do so by 
an acute economic decline 

“There is a tendency in some quarters 
to regard this shift as a confession of pre 
vious error. But this is not necessarily a 
The 


correct interpretation essence of a 
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Hexible policy ts that it should change in 
degree and direction as conditions or our 
understanding of conditions, change. The 
important thing is that neither inertia nor 
dogmatism should stand in the way of 


prompt changes 


BUDGET PREPARATION 


Ways in which accountants « 


in hel} 


establishing a budget were de scribed as 
follows by Arthur H. Smith, General Mills 
ikers on 


in 


Inc., Louisville, one of 


Budget Pri paration 


two sp 


Lt. A 
and statistics which will ad quately 
reflect 


come and i xp nsec 


proper classification of accounts 


various items of volume, in 


An account distribution system which 
is adequate and accurate 

Variable or flexible budget proce 
dures to the extent they arc applica 
ble to the operations of the company 
and industry 

A system of budgeting which will 
permit changes during the budget pr 
riod as major changes take place in 
operations 
Development of 


budgetary proce 


dures which embrace a total control 


program 


he accountant,’ Mr. Smith continued 
all the S¢ 


of control accounting with those of finan 


should coordinate requirements 


cial accounting in such a way as to estab 
lish a fully integrated program which will 
meet the control requirements ot ope rating 
management. If properly done, this will 
not only reduce the accounting and clerical 
osts of such a program, but will also facili 
tate effective management follow-up on 
variances from established objectives 
There are a number of mechanisms 
which have been developed over the years 
to assist in controlling operations, such as 
cost accounting by products, by operations 
and by jobs; statistics on volume, margins 
and per units; standard expense rates for 
pricing and cost control 
break-even 


other forms of operations analyses 
Within any particular company, and to 


illocation pro 


cedures ; charts, and various 


the extent considered necessary by operat 
should 


deve lop these various mechanisms and pro 


ing management, the accountant 
cedures into a unified program wherein all 
the control reports and data reflect the 
same objectives, standards and goals. This 
will not only provid operating manage 
ment with effective information to deve lop 
a sound budget, but will also give it the 
data to assist effectively in the control of 


its ope rations 


SELLING BUDGET PROCEDURES 
TO MANAGEMENT 

Accountants should be wary of partici 
pating in budget procedures unless there 





Gind the 


@ [rsurance has, in the 


but rather offering 


Insurance Survey, 





HIDDEN PROFITS 


tn Your Ginmsa Insurance! 


last few years, become so com 
plicated that many corporations are finding it advisable 
to have outside audits made of their insurance. Such an 
audit, made by a concern not trying to sell insurance, 
a comprehensive study of youn 


clients’ coverage, should result in substantial savings 


HERBERT L. JAMISON & CO. 


Audit 
270 MADISON AVENUE, NEW YORK 16 


and Advisory Service 











is clear indication that top management 
desires and understands the work to be 
done, another speaker—Charles S. Rockey 
of Philadelphia—pointe d out at the same 
session. ‘“To be successful,’ he declared, 
budgetary procedures must have their 
source of power in top management. The 
boss must want them and be determined 
to make them work. Otherwise, valuable 
information may be developed but not 
used, and costs of budget operation may 
be incurred that might be saved, or that 
might be productive of real benefit in an- 
other channel. 

All too frequently, the head of a busi- 
ness will want budgetary control installed 
in his company, expecting to do so with 
out much effort on his part, or without 
thorough understanding of its nature and 
requirements. If the owner or executive 
head is really sold on the budget idea, he 
should be prepared to learn the principles 
and general techniques and to contribute 
the effort required to insure successful op- 
eration of the plan. Sometimes the chief 
executive 1s not sufficiently accounting 
minded to grasp the principles and tech- 
niques of the kind of budgetary control he 
wants and needs. Such a man must be pre- 
pared to delegate the required authority to 
a deputy who will act for him and report 
only to him. Unless these conditions for 
top management can be met, we would ap- 
proach installation of any but a very sim- 
ple form of budgetary control with cau- 
tion. 

7 ara primary requisite for successful 
Your representative sor, beise. Mr Rocke con 
7 cluded, “is an executive to administer the 

budgets who has the ability to interpret 

on the scene and evaluate the figures and explain them 
to the appropriate levels of management, 

and who has the force and authority to 
follow through and make the plan work. 
Budgetary control cannot be developed 





Located in New York City, the 
foremost financial and commercial into a routine to be administered by high- 


capital... with branch offices in Furope priced clerks, and the C.P.A. who avoids 
entanglement in such futile endeavor is 


wise.” 


and correspondents throughout the 
world... Guaranty Trust Company has 
the experience and facilities to THE BUDGET 
render prompt, efficient service to AS A TOOL OF CONTROL 
its customers. The value of a budget as a tool of con- 
trol over certain business operations was 
. stressed by J. Brooks Heckert, Columbus, 
Gua “anty Ohio, who served as chairman of the ses- 
' < ¢ sion. ‘It may be decided,” he said, ‘‘that 
$200,000 should be invested in plant ex- 


% 
Trust ( OmMipany pansion; that $100,000 should be appro- 


priated for various sales promotion projects 
of New York related to a new project; that 1,000 units 
of the new product should be sold during 
the period under consideration, and that 


Capital Funds $380,000,000 these units should be manufactured at a 


140 Broadway, New York 15 cost of $200 each. 
Sith A-c. at 44th % li a alls Assuming that the plans have been 


New York 36 New York 21 predicated upon careful study and the con- 
Rockefeller Plaza at 50th St., New York 20 sidered judgment of the entire organiza- 
LONDON: 32 Lombard St. E.C. 3. - Bush House, Aldwych, W.C. 2 tion, the foundation has been laid for a 

PARIS: 4 Place de la Concorde BRUSSELS: 27 Avenue des Arts . : - ah . 
certain degree of control. The investment 


Member Federal Deposit Insurance Corporation in plant can be rigidly held to the pre- 
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scribed limits in spite of the enthusiasm 
of production officials to go beyond. Like 
wise, the expenditure for sales promotion 
can be definitely held to the predetermined 
plan. 

“To be sure, the orders for 1,000 units 
may not be realized. This might result from 
the fact that (1) external conditions have 
changed rapidly and such changes could 
not be foreseen; or (2) the sales promo 
tion projects were not so effective as ex 
pected -or (3) the produc tion of the units 
either in quantity or cost, has not met ex 
pectation 

In such cases the budget provides a 
certain degree of control. Expenditures ar 
limited and into the channels 
which offered most promise. If external 


directed 


conditions beyond the control of manage 
ment change, the program must be 
promptly revised. If such conditions do 
not change, and failure of execution lies 
within the organization, the budget serves 
as a very definite tool of control. The fail 
ure of sales and production performance 
to meet expectation provides the signal for 


corrective action.” 


THE PICTURE AHEAD 

A survey taken on the opening day of 
the convention showed that 64 per cent of 
the members of the governing council of 
the organization anticipate a moderate dé 
cline in business activity, 30 per cent ex 
pect it to remain steady, and the remaining 
6 per cent expect a moderate increase 
Business profits before taxes will droy 
moderately, according to 75 per cent of 
the accountants polled; 11 per cent expect 
a moderate cent think 
profits will be about the same, ind only | 


increase; 134 pet 


per cent anticipate a great decline. On th 
subject of prices, 45 per cent of the pat 
ticipants in the survey expect them to re 
main steady; 41 per cent anticipate a mod 
erate reduction, and 14 per cent expect a 


moderate rise 


Accounting Teachers 
Manual Published 


A guide for accounting teachers, pre 
pared to eliminate inconsistencies in the 
teaching of accounting throughout the 
United States, has been completed by a 
committee of the American Accounting 
Association, Professor Leo Schloss, chair 
man of the accounting department at Long 
Island University and committee chair 
man, announced recently. 

The 300-page manual, published by the 
South-Western Publishing Company, will 
make available to accounting instructors 
the benefits of the teaching experiences 
of some of the Nation's outstanding col 
lege and university professors of account 
ing, Professor Schloss said 

He pointed out that 56 professors re} 
resenting institutions of higher education 
in 28 states have contributed to the guid 
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EFFECTS OF TAXATION: INVESTMENTS BY INDIVIDUALS* 


By J. Keith Butters - Lawrence E. Thompson - Lynn L. Bollinger 


Reviewed by J. H. LANDMAN 
New York Tax Lawyer 


Individual investors constitute the main 
source on which business must rely for ex 
ternal equity capital. This work deals with 
the effects of taxes on their investments in 
common stock and other forms of ris 
capital, 

It establishes that despite the fact that 
high tax rates have significantly reduced 
the net incomes of the top 5% who tradi 
tionally provide most of the investment 
capital, the flow of their individual invest 
ments into business enterprises has not 
been materially affected. 

It analyzes the make-up of the investing 
population, While it is true that 4.7 mil 
lion family-spending units and 6.5 mil 
lion individuals own shares of marketable 
common stocks, this study concludes that 
the amount of shares held by various 
groups and not the number of owners is 
significant. It found that about 35% of all 
the marketable stock held by private in 
vestors was owned by spending units with 
incomes of $50,000 and over, which con 
stitutes one-tenth of 19 of all spending 
units. It also discovered that more than 
haif of all privately owned marketabl 
stock was owned by spending units with 
incomes of $25,000 and over, or one-half 
of 1% of the population. In addition, it 
reveals that about 650% of this total of 
marketable stock was owned by spending 
units with incomes of $15,000 and over, 
or the top 1° of the population, and about 
75% of all such marketable stock was 
owned by spending units with incomes of 
$10,000 and over. It estimates that about 
65% of all marketable stock owned by 
private individuals is owned by units with 
net worths in excess of a quarter of a mil 
lion dollars. In this group, holdings aver 
age $100,000 or more in common stock. 


* Published by Division of Research, Harvard 


Business Scho: 1, S ldiers Field, Boston 63, 
Mass. $6.50 
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The authors do not deny that taxation 
has reduced the capacity to invest, but 
emphasizes the fact that top-bracket capac- 
ity to invest remains very large. They dis- 
close that the top 10% of the population 
has been accumulating funds for invest- 
ment at the annual rate of $10 billion per 
year. About 25% of all savings was ac- 
cumulated by the top 1%, and about 55% 
of it was effected by the top 5%. 

The authors account for this phenome- 
non by pointing out the available tax-sav- 
ing devices in the law. State and municipal 
bonds and insurance under certain condi- 
tions yield tax-exempt interest. Trusts, 
gifts and family partnerships aid in dis- 
persing income into lower tax brackets. 
Frequently, otherwise nondeductible per- 
sonal expenses become deductible expenses 
when attributed to a business venture. Of 
course, the primary source of new funds is 
the route of long-term capital gains trans 
ictions which is accorded the bargain tax 
rate of 26%, formerly 25%. 

The authors also conclude that there is 
no investors’ strike. There are no large 
accumulations of idle cash. However, of 
the top 5%, the lower-income, unlike the 
higher-income groups are more conserva- 
tive than in the past by purchasing less 
common stocks, but there is a third group 
which has not changed its investment 
policy. 

The conservative investors are so be- 
cause of the high personal income tax rates. 
They have been shifting their investments 
from risky, high-yielding common stock 
to governments and tax-exempt muni ipal 
bonds. The venturesome are tempted by 
the bargain capital gains rates. They seek 
primarily capital appreciation. They in- 
vest in new issues, real estate and oil ven- 
tures. They are not deterred by the limi 
tations on capital losses, which can only 
offset capital gains plus $1,000 of ordinary 
income for five consecutive years, because 
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they do not anticipate capital losses. It ap- 
pears that the conservatives and the plung- 
ers are nationally balanced with the conse- 
quence that there is no perceptible drain 
on the flow of investable funds. 

These Harvard authors rely for their 
source material primarily on comprehen- 
sive interviews with a carefully selected 
sample of approximately 750 individual 
investors, many of whom had large in- 
comes. This information, supplemented 
mainly by the Survey Research Center of 
the University of Michigan, furnished the 
bases for the authors’ conclusions. 

The authors want us to believe that our 
tax structure is not as repressive as we have 
been led to believe. The reviewer differs 
with this conclusion. Wealthy investors 
procure tax counsel. They have been ad- 
vised to go into equity security transac- 
tions to enjoy bargain capital gains rates 
and to hedge against inflation. Besides, 
since the variety of investments is re- 
stricted, it is to be expected that equity se- 
curities would be very appealing to in- 
vestors who do not want to be annoyed 
with managerial responsibilities. What can 
an investor do with his remaining funds 
after taxes ? 

The authors hazard the thought that 
our tax structure would have been repres- 
sive in a period of business decline. It is 
the reviewer's considered opinion that our 
tax structure was also repressive in the in- 
flationary boom of the postwar period dur- 
ing which this study was made. Many a 
new or allied business venture was aban- 
doned when bargain capital gains treat- 
ment could not be assured, because without 
it the anticipated profit would have been 
confiscated by higher income tax rates. 

The reviewer believes the way to crea‘e 
more equity capital is to restore our in- 
centives to earn more profits. This can be 
effected by retrogressive instead of pro- 
gressive tax rates on earnings and profits 
on the excess over the taxpayer's moving 
average earnings of the last four years 
The law of diminishing returns as to na- 
tional income and government revenue sets 
in long before the maximum personal in- 
come tax rate of 88% and corporate tax 
rate of 820% are reached. 


OTHER BOOK ENTRIES 


RENEWING Our Cities. By Miles L. Co- 
lean. The Twentieth Century Fund, 330 
u 6 it 42nd Street, Ne Ww York 18, N. sf 
$2.50. 


RIcH’s OF ATLANTA. By Henry Givens 
Baker. Division of Research, School of 
Business Administration, Atlanta Dit 
sion, University of Georgia, Atlanta 3. 
Ga. $7.50 2 
An outstanding, commemorative vol- 

ume with plenty of ‘plus’ for the reader, 

be he researcher or retailer or financial ex- 
ecutive. The story covers not only a famed 

business institution, but also provides a 

picture of “the growing South.” 














THE LIMITS OF TAXABLE 
CAPACITY# 
By Dan Throop Smith, Rowland R. 
Hughes, Monteath Douglas, Clarence L. 
Turner, Walter W. Heller, Imrie de 
Vegh, Lester Chandler, James A. Ar- 
nold, Jr., Eugene G. Shaw, Colin Clark, 
Maurice G. Paul, Jr., Earl R. Rolph, 
H. S. Bloch 


(Symposium conducted by the Tax Insti- 
tute, November 20-21, 1952, Princeson) 












What is the limit to the taxing power ? 
Much has been heard in recent years con 
cerning the desirability of limiting the 
power of the Federal Government to im 
pose taxes and an amendment to the Fed 
eral Constitution, which would impose 
specific limits to the Government's power 
to impose taxes, has been proposed. In a 








number of states there are constitutional 





or statutory limits upon state and local 
taxes. In addition, there are also political 
and economic limits 

Publicity has been given to the thesis ad 
vanced by an Australian, Colin Clark, that 
the economic limit of taxable capacity is 








25% of the national income, since taxa 
tion in excess of that amount will result 





in inflation. Many economists, however, 
strongly dispute Clark's thesis and in this 
volume the Tax Institute offers a clarify 
ing discussion of the subject which has 







pro! ioted a considerable degree of heated 
controversy, 

Among the contributors are Rowland R. 
Hughes, now Deputy Director of the Fed 
eral Bureau of the Budget and formerly 
vice president of the National City Bank 
of New York and a past Chairman of the 
National Committee on Federal Taxation 
of Controllers Institute of America. He 
discusses “Governmental Expenditures 
Possibilities for Control and Reduction 

“Analysis of Factors Limiting Taxabl 
Capacity” is presented by Dan Throop 
Smith of the Harvard Graduate School of 
Business Administration, while Monteath 
Douglas, executive director of the Cana- 
dian Tax Foundation, considers “Taxable 
Capacity and British and Canadian Expert 














ence. 

There are 
covered in the limits of taxable capacity 
with respect to specific problems as well as 
long-range problems and the limit of stat 
and local taxable capacity. Controllers and 
financial officers should develop an early 
and full acquaintance with this thought 
provoking volum« 





other worthwhile chapte rs 










/ 


4 Publi hed by y wx Institute Ince rporaleda 
457 Nassau Street, Princeton, N. J. $5.00 














. .COMPTOMETRY SERVICE . . 


Inventories, Statistics, Et 
computed in your office or ours 
WORTH OFFICE SERVICE, INC 
4-118 Liberty St., N. Y. 6, N. Y. WO 4-¢ 
Computing & Temporary Office Personnel 


































THE CONTROLLER * DECEMBER, 1953 





' 





PENSIONS 


MARKETING 


DEPRECIATION 


OFFICE 
MANUALS 


FINANCIAL 


PROFIT 
SHARING 







WE ARE RECOMMENDED READING 


Articles appearing in THE CONTROLLER con- 
tinue to be picked up, recommended, digested 
and reprinted in other publications. A partial 
list of those that attracted other editors dur 
ing the last six months of 1953 includes the 





following subjects: 


A METHOD OF ACCOUNTING FOR A PENSION PLAN” by 
John V. van Pelt II] (May 1953) was listed as recom 
mended reading in July NACA Balletin, August Journal 
»f Accountancy, July-August for y yn (bul 
letin of Edwin Shields Hewitt & Associates, Libertyville 
Ill.), and June Cost and Management (Canada) 


“ar informall 


Paul A. War 
ner (June 1953) was condensed in the October Digest of 
Tax Articles, listed in September NACA Bulletin, July 
August for your nfhormalion July August ¢ f and 
Management and August Journal of Accountancy 


Cost CONTROLS IN PENSION PLANS” by 


INVESTING PENSION FuNpbs” by W. C. Dunn (April 
1953) listed July-August for your information, June 
NACA Balletin, May Cost and Management, and June 
Vana CMe? f Ret el 


MARKETING Neeps Cost CONTROL” by Eb. W. Kelley 
(May 1953) was abstracted in the August Cost Account 
), listed in July NACA Bulletin, June Cost 


August 


int (Londor 


and Management lustralian Accountant 


DEPRECIATION ON REPLACEMENT Cost” by J. L. Davis 
(May 1953) was listed as an article of interest in the 
June Cost and Management, July NACA Bulletin, August 


lustralian Accountant, August Journal of Accountancy 


RETROACTIVE ADJUSTMENTS TO DEPRECIATION RI 
SERVES” by Richard A. Rosan (August 1954) was re 
viewed in October NACA Bulletin and listed in October 


Journal of Accountancy 


1954) was written up in the August 
Journal of Accountancy, listed in July-August Cost and 
Management, August Management Abstracts (British 
September NACA Bulletin 


A report (June 


Institute of Management ), 


LEASEBACK VS. FINANCIAL SECURITY” a report by N Y¢ 
Control Committee (Septei iber 1954) was reviewed in 
November Journal of Accountancy, October Manage 
and listed in September NACA Bulletin 


» 
ment Rerviet 


PROBLEMS AND MODES OF FINANCING AMERICAN Bus! 

Ness” by Roy L. Reierson (July 1953) appeared in con 
densed fort n What They Are Reading” column in 
Idvertisi Ige and was listed in NACA Bulletin for 
september 


FINANCIAL PLANNING AND CONTROL” by John I 
Kusik (June 19534) was listed in July-August Cost and 
Management, September NACA Bulletin 


SOME OBSERVATIONS ON PROFIT SHARING’ by Elliott A 
Johnson (July 1953 was listed in October Journal of 
lecountancy and September NACA Bulleti 
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Some Aspects of the Federal Budget for '54 and '55 cimnued from page 560) 


pending ourselves into defeat in a series 
of alarms and frenzies 

It is imperative to realize that the con 
cept of a balanced budget is not antagonis 
tic to a suitable posture of defense, said 
Mr. Hughes. It ts utterly misleading to say 
as some do, that the choice today is ‘either 
or either a balanced budget or an ad 
quate defense. A budget can be balanced 
at any level provided the necessary steps 
are taken to match expenditures with reve 


nues, and it is the belief of the Adminis 


tration not only that. the “ie ag can be 


made toward a balanced budget but that 
the progress can be achieved simultanc 
ously with the strengthening of our na 
tional security forces. 

The greatest opportunity for achieving 
really significant reductions in federal ex 
penditures and for balancing the Budget 
thus lies in the defense part of the Budget, 
Mr. Hughes continued. In this area, small 


percentage cuts are more important dollar 
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than the climination of entire 
grams in the so-called ‘nondefense”’ 
As Secretary Wilson has recently pointed 


out: 


WIS¢ pro 


arcCa 


“We hope to continue to build up the 
Nation's military strength, particularly au 
power and aw defense, while at the same 
time reducing expenditures. This will be 
done through developing new strategic 
plans and objectives, giving proper weight 
to new weapons and equipment, and bj 
continuing to make intelligent savings es 
pecially through better organization and 
utilization of manpower.” 


Opportunities for achieving economy 
exist at every level of the military estab 
lishment, said Mr. Hughes. Such oppor 
tunities exist not only in the budgetary 
process but also in day-to-day operations 
They involve such things as a careful 
screening and re-screening of military r¢ 
quirements for manpower and materials 
They involve a constant search for ways of 
doing the same job with fewer people and 
less expensive equipment. They involve a 
continuing appraisal of proc urement meth 
ods, the reduction of inventories to real 
istic levels, the elimination of unnecessary 
travel, better cross-servicing of logistic sup 
port, and the postponement of construction 
and rehabilitation of facilities and public 
works which are not absolutely essential 
to the defense effort. We must find ways 
of accomplishing our objectives at less 
cost; we may not be able to permit our 
selves the luxury of perfection or provi 
sion for all contingencies. 

“My final point,”” he said, ‘is one which 
is perhaps the most important for all of 
us really to grasp and understand. This 
fiscal and budget task is one which re- 
quires teamwork. There are three distinct 
parties to it: the Administration, of course ; 


the Congress, definitely; but the Public 
the citizen—is equally important. How 
much can be done by the Administration 
and the Congress is primarily dependent 
upon the support of public opinion. 

“In summary, the achievement of econ- 
omy in government is one of the greatest 
challenges facing us today. The average 
man cannot be induced to practice thrift 
unless his government sets the example, 
for no government can expect from its 
people virtues which it does not itself 
practice. It is not easy for a government to 
reduce its own spending in terms of sub- 
sidies, investments, and similar expendi- 
tures, particularly in view of those who 
promote hysteria, emotion, and fear when- 
ever a contract is cancelled or an appropria- 
tion reduced. Nevertheless, it can and will 
be done, for real stability and progress 
can only be based on a sound fiscal and 
monetary approach to the Nation's prob- 
lems 

“Subject always to our not encountering 
in the meantime new international devel- 
opments which precipitate a World War 
If] or gravely worsen the international sit- 
uation,” Mr. Hughes continued, “I feel 
certain that wise programs can be worked 
out in Washington to give us the budget 
expenditure reductions so vitally needed 
I also feel confident that when the facts 
are understood in their true light by the 
people at home there will be the essential 
adequate support to enable the savings to 
be put into effect. But do not have any illu 
sions--the opposition (not of any one par 
ticular political party) is aggressive, ex 
pe rienced, well-organized, and commands 
ample publicity. It will take active con 
tinuous teamwork and courageous deter 
mined effort of all who believe in a sound 
fiscal program to win through. I believ« 
it can be done.” 


“AN ENLIGHTENED AND POSITIVE PUBLIC OPINION .. .” 

If the efforts in Washington are to be successful, they 
must be backed by an enlightened and positive public opin- 
ion, which will aid in resisting the hysteria in some quar- 
ters which is leading to incessant demands for unwise, hasty, 
and extravagant action. It is imperative to appreciate the 
importance of public support for government activities. I 


don't mean merely the columnists and the people who write; 
I mean the sound public opinion which gradually becomes 
an unmistakable ground swell that cannot be mistaken or 
denied. You can mistake that soundly based general feeling 
of the country for a little while, but inevitably it makes itself 
known and felt. To the extent that you can assist in develop- 
ing that kind of support for doing the things necessary to 
reduce expenditures you will help immeasurably 
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Assistant Secretary 


of Controllers Institute 


Appointment of Benjamin R. Makela as 
assistant secretary of Controllers Institute 
of America, effective December 1, has 
been announced. Mr. Makela, who has a 
long background in membership associa- 
tion work, joins the Institute following 
service with the Chamber of Commerce of 
the United States, Washington, D. C., 
where he was assistant manager of the 
Manufacture Department and secretary of 
the Chamber's National Defense Commit 
tec. As secretary of this Committee, Mr 
Makela has been responsible for the 
Chamber's national defense program and 
is well known in business and government 
circles. Previously, Mr. Makcla had been a 
research economist with the National 
Chamber which he joined in 1948 after 
several years with the National Fertilizer 
Association 

Born in Michigan, Mr. Makela has spent 
most of his life in Washington, D. C. He 
received his B.A. in economics from 
George Washington University, did his 
M.A. work at Stanford University and has 
done postgraduate study at George Wash 
ington University. He is a member of Phi 
Beta Kappa, Sigma Nu, and the University 
Club of Washington 

A former Army intelligence officer, Mr 
Makela served with the Ist Cavalry Divi 
sion in the Pacific during World War I] 
ind was recalled for a special assignment 
during the Korean hostilities. 

In his Institute position, Mr. Makela 
will be responsible for conferences and 
publications as well as administrative fun 
tions previously supervise 1 by Paul Haa 
managing director of the Institute 
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Your business 
just walked out the door! 


You didn’t notice anything different. He left 
promptly at 5:07... just as he had for almost 20 
years. But he didn’t show up for work the next day 
Then the shortage was discovered, 

You never know when employee dishonesty may 
strike and it can put you out of business! 

Do something about it! Call our nearest agent’ 
ask him to he Ip you select the form of employee 
bond that fits your business. 

That call could prevent your business from 
walking out the door! 


Write Ager & Production Department 
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100 Broadway, New York 5, N. Y. 
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How Monsanto Handles Its Financial 
Planning and Control (cum 


ports, also issued on the fifth of the month include a balance 
sheet, a statement of income, and various supporting schedules 
The balance sheet shows the financial condition of a division at 
the end of a given month compared with the preceding month 
and with the previous December 31. The statement of incom« 
gives the results of operations for the month, compared with th 
budget and with the previous month, and shows the year-to date 
figures with similar comparisons. Percentages of the various fac- 
tors of net income to sales also are provided. The supporting 
schedules include a statement of inventories, a statement of 
gross profit by plants, a detailed statement of selling and ad- 
ministrative expenses and a statement of return on investment 

Another of the important statements included in these di 
visional re ports shows the sales, cost of goods sold, and gross 
profit for each product. This report is important because it shows 
at a glance what margin is realized on each product. It enables 
management to decide which products should be pushed be- 
cause of high profit margin and those which may require attention 
along cost reduction lines to improve the Loss profit ratio. 
Any losses disclosed by this statement are given careful atten 
tion. Selling prices may be increased, where possible, or costs 
lowered, or both. Consideration may also be given to discon 
tinuance of the product 

These divisional reports are then consolidated for the report 
of Monsanto Chemical Company, which ts pres« nted to the Ex 
ecutive Committee with a copy of cach divisional report 

One of the most important features of our monthly financial 
reports is the comments which are written on the results of op 
erations. These comments point out and interpret for manag 
ment all significant items in the income statement and any 
major changes in financial condition 

The Board of Directors receives a financial report cach month 
which includes a Statement which we call a Condensed Sum 
mary of Reports. This one-page statement consists of a Statement 
of Financial Condition and Statement of Income, both in con 
densed form Appropriate comparisons ar made with the budget 
ind with prior periods. Pertinent ratios are also given 

Other reports which are presented to th Board include a 
schedule of return on investment, before and after taxes, for th 
current period to date and for the | receding ten years; a State 
ment of the rate of plant operations for the current month com 
pare d with prior months ; a statement showing our estimate d cash 
position at the end of each month of the next two years, and a 
five-year comparison ol net sales and net mcoome, by divisions 
and by subsidiary companies 

All statements for the Board of Directors are presented in 


thousands of dollars 


CHARTS AND GRAPHS: Excerpts from remarks by M. C. Covert, 
comptroller, Organic Chemicals Division 


In recent years, Monsanto has substantially expanded its use 


of charts and graphic presentation of costs, financial and operat 
ing information for management control. We prepare regularly 
several hundred charts for the executives in various levels of 
responsibility—some charts monthly, others quarterly and an 
nually. In addition, charts are frequently employed in regular 
and special reports of the Accounting Department. 

If properly presented, we believe that charts will conserve the 
executive's time in understanding cost data and financial facts, as 
well as more readily show management the changes and trends 
which are developing. It is possible to show a much clearer pic 
ture of the inter-relationship between factors of sales, income, 
cost and expense by the use of a chart rather than with a series 
of figures alone 

For example, a steadily rising cost ratio to sales curve, over a 
scries of months, keeps befare the reader the fact that this element 
of cost or sales needs investigation and action. The effect of con- 
structive action will be readily apparent as costs are reduced or 
sales increased and the curve flattens out and turns downward. 

Each of the three levels of management in Monsanto has its 
own chart series. Each series covers the sphere of responsibility 
of that particular group or individual. 

The Board of Directors’ chart series covers the consolidated 
companies. It is summary in scope and is presented only quarterly 
to permit smoothing of month-to month fluctuations. 

The members of the Executive Committee receive monthly 
charts on the company and divisions in considerably greater de- 
tail than the Board of Directors 

Each of the seven division managers receives a chart book every 
month, which presents in both graphic and tabular form the 
salient facts and ratios for his division. These charts include the 
following: divisional operation chart analysis; return on invest 
ment; sales to property ; net income to sales; net income to 
property; cost of goods sold to sales; major product chart; op 
crating expense to sales, and selling expense to sales. 

Each division has its own chart series, but the basic charts are 
constructed similarly. The data are presented in the same manner 
and color, which greatly facilitates us¢ by the Executive Com 
mittee when its members wish to make interdivision comparisons. 

Charts do not supplant any of our financial statements and 
reports, but rather add another means of communication to 
supplement the customary statement, tabulation and written word 
If our recent past ts an indication, the future will see a steady 
increase in the graph presentation of our accounting informa 


tion for Manayenn nt and control purpose _- 


CLERICAL COST CONTROL: Excerpts from remarks by Mr. Dowd 

One of the more recent additions to our system of control ts 
our program for controlling clerical cost. As Monsanto has 
grown, there has been an ever-increasing amount of clerical work 
Phe resulting increase in the cost of this phase of operations mad¢ 
it necessary to find ways of determining that such costs were be 
ing kept at a minimum. 

It was decided to set aside a staff of our trained accountants 
to make a survey of clerical costs in all departments. This survey 
consists primarily of a detailed study of the step-by-step pro 


Computing Machinery Studied At MIT Parley 


New ideas and developments of larg: 
scale computing machinery wer discussed 
at the recent annual mecting of the Asso 
ciation for Computing Machinery at Mas 
sachusetts Institute of Technology, Cam 


bridge, Mass. These computing machines 


are of much greater complextiy than th 
electronic devices which now handle com 


THE CONTROLLER..... 


mercial inventory proble ms of d¢ partment 


stores, crosscheck airline reservations, di 
rect trathce flow on congested multiple in 
tersections, or run banks of elevators au 
tomatically at maximum economy 

While originally designed to handle 
purely mathematical problems requiring 
millions of numerical calculations, busi 
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ness requirements have focused attention 
to memory devices and output mechariisms 
which process millions of business data 
Discussion of the performance of large 
scale computers in the Sun Life of Canada, 
the Prudential, the Monsanto Chemical 
Company, the Navy aviation supply office 
and the Bureau of the Census brought out 
data on reliability and effect upon clerical 
operations, accounting routines, organiza 
tion and operating personnel. 

















cedure followed for each Operation within the department under 
review. The survey is generally conducted away from the de 
partment being studied. The supervisor of the department spends 
full time with the analyst and furnishes all detailed information 
which is required. 

In procedural flow-chart form, the analyst sets down each op 
eration—for example, the movement of a piece of paper into 
and out of cach department. In such a chart, one can readily sec 
the detailed analysis which is made of each step of each clerical 
operation in a department. After the individual Operation has 
been completely analyzed and charted, the unit of time applicabl. 
to each step in the operation is determined by using standards 
Xecognition is given to the number of occurrences of such op 
erations during a typical month. The standard unit of time is 
then multiplied by the volume for a typical month in order to 
determine the standard of time allotted for the operation that 
month. 

The tota! of these monthly standards establishes the depart 
ment’s time and staff required to accomplish the work assigned 
to the department. Further, a comparison of the standard time 
allotted to a department for the various positions and functions 
with the total manhours available for a typical month will indi 
cate the ethciency at which the department has operated 

A similar comparison is made each month, for those depart 
ments surveyed on a form which gives a summary for the depart 
ment, showing the dollar and hour variance as well as the operat 
ing efficiency. 

At the conclusion of each study, consideration is given to the 
proper reallocation of work. This is done by the analyst, who indi 
cates on the flow chart those duties which can be assigned to 
different positions in order to bring about a reasonable distribu 
tion of work throughout the department. Moreover, improve 
ment in our office procedure ts given careful consideratien in mak 
ing these surveys 

This method of measuring clerical work has as its parailel 
those practices and principles used in establishing standards 
for plant operations. | am pleased to report that the program thus 
far has been very successful, in terms of reduced clerical costs 
and of improved clerical operations 


ACCOUNTING RESEARCH 


ACCOUNTING RESEARCH: Excerpts from remarks by E. J 
Cunningham, assistant comptroller 

Our accounting research department developed from our di 
sire to mechanize—or “‘electronize’’ 
ment. We knew that our accountants would be more valuable to 
us if they devoted their time to the interpretation of figures and 
the solution of company problems rather than to the posting of 


our accounting d part 


records and accumulating data 

The production facilities in plant operations had been mecha 
nized for a long time. Office procedures had lagged far behind 
the factory in this respect. We saw no reason why we should not 
ipply the same pring iples of mechanization to the | roduction of 


accounting data as are used in the production of chemicals 


Also discussed were machines and meth cussed by 


Professor 





At this point, we decided to expand the group's activities to 
cover a broader field than just the mechanization of our system 
We felt that it would be profitable to delve into all phases of 
the de partment 


W Dy 40 We Pate an Accounting De Parte ni 


iy hat are its Junctions 


: ; } 15 
Hou SPOUld Ul De organized 7 
Have we the right kind of people in the department 

7 a as . “ 
Can we improve our methods, manual as well as mechanical 


rr * , 
What can we do to furnish mnpormats 


iW | 
W hat are we doing 


m more promptly? 
about the important function of analyzing 
. 


and interpreting mformation for management 


Up to this time we have two rather noteworthy accomplish 
ments which I would like to mention. We feel these achieve 
ments alone, fully justify the time and effort so far expended. 

One—we have advanced the day for obtaining our monthly 
profit figures and issuing our financial reports from the 15th to 
the Sth day of the month. In moving up out closing, we have 
not sacrificed accuracy in any respect. All operations are taken 
end of the month. We do not use any more esti 
closing on the 15th. These 


through to th 
mates than were used when we wert 
are the normal estimates used by any company. This earlier clos 
ing was accomplished as a result of researching the various phases 
of this problem. Th from 
Various plants and offices represented just one part of the 
operations to b After exploring cach step in the 
developed methods and techniques which made it 


transmittal of imformation our 
xamined 
closing, we 
possible to obtain these earlier results. With proper organiza 
tion, any company can do the same thing 

The other accomplishment is the partial “eclectronization” of 
our accounting procedures. This has been quite a factor in mov 
ing up the date for issuance of our financial report: 

We are continuing to work on the problem of communica 
tions--the transmittal of information from distant points. This 
field of communications has been rather neglected We do trans 
mit information from various locations by means of teletype but 
this is entirely too slow and requires too much manual work. We 
visualize in the future a means of Communication whe reby ancm 
oye at say our Texas City Plant will punch a time clock card 


which will be automatically recorded in a central computer located 


at our accounting office in St. Louis. Instruments will be located 
in plants which will automatically record in a central Computer 
the usage of materials and the quantity of finished product pro 
duced. In short we visualize electronic equipment which wall 


automatically transmit all accounting data from its source to a 


central electronic computer. This central electronic unit would do 


all omputing ind recording of information in record and state 
form-—in other words 
There ts a lot of 
search befor W 
minds that the 
fact 
I believe it b 


this new cl 


ment untouched by human hands 
Accounting Re 


reach this goal, but there is no que st10n im Our 


hard work ahead of us i 


lay will come when this will be an a com} lished 


hooves all of us as controllers to get ready for 


tronic av 


n accounting. 





Norbert Wiener ing the general public and th program 


ods related to the handling of business Other papers dealt with surfaces that can provided for extended discussion of prob 
data such as input devices, for instance, be machined and plates that can be bent lems encountered in the construction and 
o yr y ) rv tl S¢ ( d ‘ truction 
jutomatic reading and interpreting equij by the use of punched card instruction operation of such centers. Since the meet 
ment or output devices such as electroni The cost of large-scale computing 
t $ / ing took place it one of thes nters, there 
cally controlled typewriters Speed coding chines and th expense of maintaining se 
poe : ‘ Ae iis enn was opportunity to inspect the MIT com 
ind pred signed coding plans were dis com] nt personnel allow only lar or I 
cussed which speed up loading testing ganizations th luxury of perman r po puuins laboratory ind a Molton picture 
ind checking out of problems, and gen cession, it was pointed out. Howe O was shown treating the evolution of a prol 
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chinery, in the automatic factory, was dis 
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Companies Need Better Investor Relations 
Programs to Supply Facts and Figures 


VERY COMPANY whose securities are 

marketed should have an investor rela- 
ions program geared to supply “in- 
formed” investors with financial and 
operating facts and figures. This advice 

is given recently by John F. Childs, vice 
president of the Irving Trust Company, 
New York, who spoke on ‘Building 
Beiter Relations with Financial Communi 
ties’ at a monthly meeting of the New 
York City Control of Controllers Institute 


of America 


“For fast, easy figuring, I'll take 
a Marchant Figuremaster 
...any day!” 


“Since we put in Marchants, 
we not only get more work 
out, 1t costs Jess, too.” 
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“TiGuremasyer 


MODEL EFA 
Has more time-saving, built-in 
automatic features and 
accuracy control per dollar 
of cost than any other 
calculator available. 
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The MARCHANT MAN in your phone book will be happy to show you, on 
your own work, that the FIGUREMASTER delivers maximum figure output 
with greatest operator convenience. Call him or mail this coupon with 
your business letterhead to get your free 
Guide to Modern Figuring Methods. . . . .... (J 
Complete Information about the FIGUREMASTER . . . [] 


MARCHANT CALCULATORS, INC. « Oakland 8, California 








As surveys have shown, Mr. Childs 
pointed out, the typical small investor 
really wants to know only three things 
about a company whose shares he holds 
the dividends and earnings per share on 
his stock, and the general strength of the 
firm. The speaker contrasted these with 
professionals who directly or indirectly 
supervise the investment of capital. 

“Security analysts are probably the most 
important members of this group,” Mr. 
Childs declared. “They are found in 
practically every organization which in- 
vests money, advises others on investments 
or deals in securities. Their function is to 
gather information, study it, pull it apart 
and reach conclusions which they report 
to their own managements or to the gen- 
eral public. Their reports on your com- 
pany, recommending the purchase or sales 
of your securities, may have a broad circu- 
lation and an important effect on the 
market action. Informed investors are im- 
portant for still another reason—because 
the uninformed investors rely primarily on 
them for their decisions. 

“Cultivating the informed investor 
group is relatively easy, because they are 
limited in number, are easily located and 
know what they want to know about your 
company. They will be glad to tell you 
what they want if you will only take the 
trouble to ask them.” 

Both personal contact and written media 
are helpful in an effort of this nature, the 
banker advised. In the first category he 
placed appearances at analysts’ societies, 
conducted tours of company properties, 
personal calls on principal investors, 
handling of telephone questions, et 
Annual and quarterly reports, press re 
leases, special statistical studies, corre 
spondence, films and direct mail are forms 
of written communication which he said 
should be considered for inclusion in the 
program. 

“There are four reasons why a program 
of this nature is important,” Mr. Childs 
said. “It will mean a more accurate ap 
praisal of your company’s securities, better- 
ing the price and reducing the magnitude 
of fluctuations in the market. It will 
broaden the market for new securities 
which will shorten the ‘seasoning’ period 
and aid in future financing. In addition, it 
will facilitate approval by shareholders in 
matters like changing the company’s 
charter, and will prevent unjustified proxy 
battles to oust existing management.’ 

A panel discussion on the subject fol 
lowed Mr. Childs’ address. The partici 
pants included Albert F. Tegan, president, 
General Public Utilities Corporation ; Wil- 
liam N. Mason, member of the law firm 
of Beekman & Bogue, and Marvin 
Chandler, vice president, Reis & Chandler. 
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(Continued from page 570) 


STATEMENT OF INVESTED CAPITAL 

The previous discussion refers to state 
ments of the results of operations. How 
ever, plant personnel also have possession 
and control of the physical assets of the 
plant. They are responsible for the profit- 
able utilization of this portion of the firm's 
assets, as well as the protection of the 
firm’s assets in their possession. Hence 
the top operating executives should have 
complete and informative statements of 
the assets for which they are responsible 
In this way they can evaluate the degree of 
success they have attained with the facili 
ties available to them. 

An important aspect is the profit rela 
tionship to capital employed. The ratio 
of profit earned upon total capital invested 
in a production unit provides financial 
management with a guide for utilization 
of invested capital within the organiza- 
tion. Plant executives should also consider 
this factor in planning expansion and pro 
duction programs. 

The principal assets within the control 
of plant personnel are inventories and 
capital assets consisting of buildings, ma- 
chinery, and equipment. Physical controls 
of inventories are often maintained on a 
day-to-day basis. It is not our intention to 
discuss reports and controls of the actual 
physical units, but rather to discuss the 
financial aspects of asset accounting. 

Inventory amounts, in terms of dollar 
values, are required to prepare statements 
of the results of operation. An analysis 
of the amounts so used, for both the be- 
ginning and end of each accounting pe 
riod, are of value in reflecting the flow of 
goods. The major classes of inventories, 
raw materials, work-in-process, finished 
goods, and operating supplies should be 
analyzed to basic groups representing fields 
of authority within the plant. These state- 
ments will then indicate those areas that 
require a heavy investment in materials. 
Furthermore, slow-moving or obsolete 
items would be brought to the attention of 
plant management more readily, so that 
steps can be taken to remedy the situation. 
It is frequently easier to show up poor 
inventory turnover when expressed in 
money, rather than when expressed in 
units. 

So-called fixed assets are not always 
fixed in aggregate amount. Items are re- 
tired, additions are made and the effect of 
depreciation, depletion, or amortization 
changes the amount. Top plant executives 
should receive reports of the status of these 
assets periodically. Where the activity is 
great, monthly reports are required. In 
other instances, quarterly reports should 
suffice. 

These reports should show the change 
during the period since the last report. The 
breakdown of assets should be by depart- 


Financial Reports to Plant Operation Executives 


ments or arcas of operation so that inte li 
gent comparisons can be made of capital 
asset utilization for the production of in 
come. An important part of this report 
should be a fairly detailed statement of 
idle facilities. Periodic reference to such 
data will enable management to consider 
the utilization of such equipment for pro 
duction purposes without the necessity for 
too great capital outlay 

Reports of current plant addition pro 
grams should be made at frequent inter 
vals Comparisons of authorized amounts 
with expenditures made would reflect the 
progress in completing projects in work 
and the capital requirement for comple 
tion. This enables plant production per 
sonnel to have plans for the use of new 
production facility to keep pace with the 
actual construction. 


TRAINING PROGRAM 

Most organizations cither have an ex 
ecutive training program or a policy for 
upgrading executives within the company 
Financial reports can make an important 
contribution to either a formal program 
or the informal training of promising 
plant executives. 

Period group discussions of the r 
ports, the results disclosed therein, and 
proposals for actions indicated by infor 
mation disclosed in the reports, will ma 
terially aid all concerned. Plant executives 
will thereby increase the understanding 
of financial reports and interpretation of 
the data contained. 

The controller could attend these con 
ferences from time to time. By virtue of 
his knowledge and experience he would be 
able to discuss the preparation and inter 
pretation of the statements. By specifi 
case studies he could show how top man 
agement utilizes reports for major policy 
decisions. Such discussions would be sn 
valuable in directing plant level decisions 
in the same manner used by top-level ex 
ecutives 

Another by-product of such a program 
is the ability to appraise plant executives 
The reaction of such executives to finan 
cial reports, their inte rpretation and their 
ability to use the data is indicative of top 
management potential 

We have endeavored to indicate some 
of the reasons for submitting financial in 
formation about the operations and as 
sets of their plant and company to execu 
tive plant personnel. The benefits that 
can be obtained are difficult to measure 
but such intangible benefits will spread 
throughout the entire organization mant 
festing itself in high executive moral 
Complete information and knowledge of 
the results can only improve teamwork to 
ward the goal of further progress and 
more profits 
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Members of the Controllers Institute are identified in the follou 
ing items by certificate number and year of election in parentheses 


NEW CONNECTIONS 


John A. Thoren (#5759-1952), formerly assist 
ant controller, Mundet Cork Corporation, North 
Bergen, N. J., 1s now controller, Heyden Chem 
ical Corporation, New York Roger | 
Priddle (#5181-1951), formerly assistant secre 
tary, John Wood Co., Ltd., Toronto, is now 
comptroller and secretary, Grand & Toy Limited 
of the same city S. G. Larkin (#4278 
1948) recently accepted the position of comp 
troller of the Englander Company, Inc., Chicago 
He was formerly treasurer, Toledo Scale Co., 
Toledo 


Robert N. Stringer (#3799-1946) is now comp 
troller, Metropolitan Opera Association, Inc 
New York. He was formerly secretary-treasuret 
Eno-Scott & Bowne, Bloomfield, N. J 
Henry Vas Dias (#756-1936), chief accountant 
Hotel Waldort-Astoria € orporation, New York 


recently assumed the post of controller of Hotel 


Roosevelt, New York Edward S. Thompson 
(#58403-1951), formerly assistant treasurer and 
controller, Bloomsburg Mills, Inc., Bloomsburg, 
Pa., is now auditor of the Robinson Clay 
Product Company, Akron, Ohio, succeeding the 
late W. M. Brown. 


Paul B. Schuecking (#3985-1947) is now vice 
president of the S and S Farm Equipment Inc., 
Peoria, Ill Milton E. Haas has been elected 
comptroller, assistant secretary and assistant 
treasurer of D. A. Schulte, Inc.. New York. He 
was formerly general manager of the Air Forces 
European Exchange service. . J. Fraser Cocks 
Jr. (#4792-1949), formerly budget director of 
Kasser-Fraser Corp., Willow Run, Michigan, is 
now controller of L. A. Young Spring & Wire 
Company, Detroit 


E. F. Campbell (#1379-1939) has joined the 





and maintained 


printing. Annual Reports 


a habit with us. 


excellence in Annual Reports 


awards... 


WOrth 4-2900 





Have you started your 
Annual Report for 1953? 


Busy executives can save both time and money by starting now on 
their 1953 Annual Reports. Careful advance planning eliminates 
much last-minute rush and confusion. 

Pandick Press, in its thirty years of experience, has gained 
a reputation for fast, accurate, economical 


prize-winning Annual Reports—are 


This year, in the Financial World’s Annual Report Survey— for 
we share with our clients pride in 
the achievement of printing five ‘Oscar’ 
late Gulf States Utilities Company for its Silver and Bronze 
and General Time Corporation, Meredith Publi- 
cations, Punta-Alegre Sugar Corporation and Worthington 


Corporation for their Best of Industry ‘Oscars.’ 


DPandik Press, Ine. 


F stat lished 1923 


22 THAMES ST.,NEW YORK 6 
NY 1-3167 


> winners. We congratu- 


b 


71 CLINTON ST., NEWARK, N.J. 
MArket 3-4994 








Standard-Thomson Corporation, Dayton, Ohio, 
as controller and assistant secretary. He was 
formerly vice president of the Fyr-Fyter Co., of 
the same city Charles A. Consalus (#41 30- 
1948) is now controller of General Truck Sales, 
Inc., Cincinnati, Ohio. He was formerly with 
the Schaible Company of the same city as secre 
tary and controller. Gordon R. Kemp 
(#5200-1951), formerly division controller, 
Estate Heatrola Division, Noma Electric Corpo- 
ration, Hamilton, Ohio, is now vice president- 
finance of the David White Company, Milwau- 
kee 


RETIREMENTS .. . 


Edward V. Mills (#375-1934), vice president 
of the Fireman's Fund group, San Francisco, 
Calif., retired from active service on October 1. 
Mr. Mills was one of the organizers and a past 
president of the San Francisco Control of Con- 
trollers Institute Elmer Hart (#442-1935), 
comptroller, Pennsylvania Raiiroad Co., Phila- 
delphia, Pa., has retired and Hugh J. Ward 
(#2322-1942), deputy comptroller, has suc- 
ceeded him as comptroller. . . . Walter F. Win- 
terhalter (#1930-1941) of Grand Rapids, Michi- 
gan, was elected treasurer and a director of the 
Challenge Machinery Company of Grand Haven 
to succeed Ralph G. Wilson, who resigned be- 
cause of ill health after more than 50 years with 
the company Howard H. Foster has been 
elected treasurer of Air Reduction Company, 
Inc., New York, to succeed William Winters, Jr., 
who retired October 1 


CROSS COUNTRY... 

Francis L. Dabney (#1929-1941), formerly fi- 
nancial vice president, Fairmont Foods Com- 
pany, Omaha, Nebraska, is now in Bridgeport, 
Conn., as assistant secretary and treasurer of 
the Bullard Company. . Edwin W. Schenck 
(#5006-1951) is now vice president and treas 
urer of Ripon Knitting Works, Ripon, Wis- 
He recently resigned as vice president 
and treasurer, Cluett, Peabody & Co., Inc., New 
York Edward R. Dodson (#5707-1952), 
formerly division controller, Daystom Instru- 
ment Division, Daystom, Inc., Plainfield, N. J., 
has joined United Wallpaper, Inc., Montgomery, 
Hlinois, as controller 


consin 


COMPANY MOVES . 

Robert E. Plummer (#2611-1943), controller, 
Southern Pacific Company, New York, has been 
appointed assistant to the president, headquar- 
ters San Francisco Hamilton Shea (#2343- 
1942), general manager, WTAM and WNBK, 
Cleveland NBC, is now general manager, W NBC 
WNBT, National Broadcasting Company, Inc., 
New York. . James E. Nall (#5505-1952), 
plant controller, Ford Motor Company Assembly 
Plant, Kansas City, Mo., is now manager, ad- 
ministrative department, Divisional Controller's 
Office of the Ford Division of the Ford Motor 
Company, Dearborn, Michigan. 


W. Lee Booth (#4709-1949), controller, Ben 
dix Division, Avco Manufacturing Corporation, 
South Bend, Ind., recently joined Gerald O 
Kaye & Associates Corporation, New York, met 
ropolitan distributors of Crosley and Bendix 
home appliances . Jay W. Schnackel (#5209 
1951) has transferred as assistant general man 
ager of Plant No. 2, IBM Corporation, Pough 
keepsie, N. Y., to IBM Plant No. 1 at Endicott, 
N. Y. where he is general manager. Lisle 
W. Adkins (#1717-1940), general controller, 
Crosley & American Central Divisions, Avco 
Manufacturing Corporation, Cincinnati, Ohio 
is now general manager-administration, Appli 
ance and Electronics Division. 


Walter A. Smith (#2946-1944), controller 
Crosley Division, is now general controller, Ap 
pliance and Electronics Division, Avco 
Gordon R. Graham, administrative assistant to 
the vice president and controller, Sprang-Chal 
fant Division plant of National Supply Com 
pany at Etna, Pa., is now assistant controller 
National Supply Company, Pittsburgh 
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Hollywood 


MR. ROBERTSON 


ADDITIONAL DUTIES FOR... 


Donald A. Robertson (#4142-1948), president 
of the Kansas City Control of Controllers In 
stitute and assistant controller and assistant sec 
retary, Panhandle Eastern Pipe Line Company 
has been elected controller and assistant sec 
retary Leith V. Watkins (21116-1948), sex 
retary and controller of Panhandle, has been 
elected vice president and secretary Joseph 
B. Lanterman (#2136-1942), controller, Ameri 
can Steel Foundries, Chicago, Ill., is now vice 
president-controller E. N. Chamberlain 
(#4310-1948), treasurer, Goodall-Sanford, In¢ 
Sanford, Maine, is now vice president and gen 
eral manager as well as treasurer 


Roy L. Brittain (#5149-1951) has been elected 
treasurer and director of the V. D. Anderson 
Co., Cleveland, Ohio. Comptroller since 1948 
Mr. Brittain, in addition to his new responsibil 
ities, will continue to head the bookkeeping, 
cost accounting and budgeting departments of 
this company, a subsidiary of Chesapeake In 
dustries. Mr. Brittain, considered a leading au 
thority on accounting, credits and time studies, 
is a charter member and first president of the 
Cleveland Chapter of the National Society for 
M. R. Odermatt (#1967 
1941), controller, Seaplant Chemical Corpora 
tron, New Bedford Mass 
troller. Mr. Odermatt served as president of the 
New York Chapter of NACA in 1950-51 


Business Budgeting 


is noW treasurer-con 


SPEAKERS . 

Among those participating in the recent First 
Annual Southeastern Controllers Institute pr 
sented by the School of Business Administration, 
Atlanta Division, University of Georgia 
sored by the Atlanta Control of Controllers In 
stitute, Herman W. Boozer (#2933-1944) 
vice president, Georgia Power Company; Todd 
G. Cole (#5626-1952), vice president-controller 
and assistant secretary, Delta-C & S Air Lines 
Hugh W. Fraser, Jr. (75163-1951), vice presi 
dent and comptroller, Citizens and Southern 
Bank; Ray C. Johnstone (43756-1946), control 
ler, Blalock Machinery and Equipment Com 
currently serving as president of the At 
James B. Pollard (#3048 


spon 


were 


pany 
lanta Control; and 


MR. WATKINS 


MR. BRITTAIN 


1944). treasurer, Colonial Stores, Inc. and a 


national director of Controllers Institute 


R. Palmer Hollister (#4041-1947), controller 
General Ceramic & Steatite Corporation, Keas 
bey, N. ]J., recently served as a discussion leader 
at the Fourth Annual Accounting Conference of 
the School of Business Administration, Rutgers 
University, held at New Brunswick, N. J. The 
Conterence was co-sponsored by the Newark 
Control of Controllers Institute of which E. Lt 
Worfolk (#1267-1938). controller, International 
Projector Corp., Bloomfield, N. j., 1s pre 
the Newark and Paterson chapters of the Na 
tional Association of Cost Accountants; and th 
New Jersey Society of Certified Public Account 
ants. William J. von Minden (#4834-1950), pre 
fessor and chairman, Department of Account 
ing, School of Business Administration, Rut 
gers University and Minden & 
Bruneau, served as chairman of the Conterenc 
while Mr. Worfolk served as chairman of the 
session on Direct Costing 


Frank B. Cliffe (#4486-1949), financial vic 
president, H. J. Heinz Co., Pittsburgh, Pa., an 
James L. Peirce (#2029-1941), vice preside 
controller, A. B. Dick Company, Chicago 
participated in the Finance Conterence of 
American Management Association, Novemb 
18-20 in New York. Mr. Cliffe outlined 
program of financial planning 
Peirce discussed ‘Budgets 
Ap} roach Mr. Peirce 
ontrollers Institute an 
Controllet 
s publis! 


sident 


partner von 


company 
control while Mr 
People — Positive 
national director of (¢ 
the author of an article entitled 
and Accounting: A Contrast’’ that w 
in the September 1953 issue of Tur Con 
LER 


Paul A. May (#4863-1950), controller, Mine 


Satety Appliances Company Pittsburgh Pa 
participated in a panel discussion on “Early Fi 
1 Prompt Information t 
which featured one of the 

cting of the Railway Sy 
ociation in Chicago 1 
RSPA 1 
assistant comptrol 


Railroad Comy 


nancial Statements ane 
Management 
sions of the winter m« 
tems and Procedures Ass 
cently. The current president of the 
B. E. Wynne ($2596-1943), 
ler, Bessemer and Lake Eric 
Pittsburgh, Pa 





Obituary 





WitttaM S. McCreary, 46, treasurer of 
Mohawk Carpet Mills, Inc., Amsterdam, N. Y., 
died in St. Mary's Hospital of a heart ailment 
on November 21, 1953. Mr. McCleary started as 
a mill hand with Mohawk 29 years ago and 
was appointed treasurer in 1951. He was a 
member of Controllers Institute holding certifi 
cate $5077-1951 


FRED MOHRHARDT, 61, treasurer and a mem 
ber of the Board of Directors of Paramount Pi 
New York, died on Noven 
ber 15, 1953 in his home at Larchmont, N. ¥ 
Mr. Mohrhardt had been associated with Para 
of Con 


tures Corporation 


nount for 34 years. He was a member 
Institute (#1097-1937) 


troller 


FREDERICK PLATTE, 57, assistant 
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1953 


rector of the American Cyanamid Ce 


New York, died in Mountainside Hospital 
Montclair, N. J., on November 14, 1953. M 
Platte had been associated with American Cyana 
mid for six years and before that he had bee 
treasurer and controller of the Sharp & 
Company. He held membership certif 
1944 in Controllers Institute 
August 1952 


at 


HENRY C. ROEME! 
arge ¢ iministration 
ernational Telephe 


Y 


k 


PROMOTIONS . 

John J. Fink (25635. 1952) 
Joshua L. Baily & Co., In 
been elected comptroller 
Meyer (#43847-1947), assistant vice 
Colonial Trust Company, New York 
vice president and trust officer Richard N 
Kerst (#4684-1949), comptroller, the Presby 
terian Hospital in the City of New York, is now 
issistant vice pre ident 


chief accountant 
New York, has 

Christopher F 
president 


iS DOW a 


R. E. Mcintyre (#4825-1950), vice 
Standard Products 
Cleveland, Ohio, was recently named executive 
vice president Glen E. Foster (#1286 
1938), vice president of Brooklyn Union Gas 
Co., Brooklyn, N. Y., was recently elected a di 
rector of the company and a 
commiuttec Eugene Walsh, con 
Inc . I niversal 


president 


treasurer, the Company 


member of the 
executive 
troller of Universal Pictures Co., 
City, Calif., is now vice president and treasuret 
He has been with Universal for more than 28 
years Sylvan S. Sager (#2258-1942), su 
pervisor of Foundry Costs, Aircraft Engine Diva 
sion, Ford Motor Ill., as 


now manager of the Foundry Cost Department 


Company, Chicage 











Are fixed assets 


te ° 9 
things 


or accounting 
entries 7 


@ Management's responsi- 
bility to its stockholders 
for property accountabili- 
ty, protection and control 
requires a provable per- 
petual inventory of the 
property stems recording 
their description, location, 
cost, and value. 

American Appraisal Ser- 
will assist 


vice manage 


ment in pr:paring and 


maintaining such a record. 


The AMERICAN 
APPRAISAL 


Company 
Over Fifty Years of Servic 


OFFICES IN PRINCIPAL CITIES 














Me) 3 20) -wuis.pueert-es | Wills Heads Newspaper Controllers Group 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


4 bd 


RATES: $5.00 per inch or fraction thereof each 
50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month 


iniervtion 


Address box number replies to THE Con 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded 





HELP WANTED 





ASSISTANT CONTROLLER 


Immediate Opening with a large natural gas 
company for man with considerable experi 
ence in accounting in a regulated industry 
Supervisory acd administrative experience de 
sirable d for this position 
located in a large midwest city, applicant 
must furnish full details of quaiifcanons, a 
brief personal digest, age and salery expecta 
Replies will be confidential. Box 2083 


To be consider 


tion 





SITUATIONS WANTED 





CONTROLLER 


Manufacturing experience, thoroughly experi 
enced in accounting, systems and procedures 
cost accounting, internal auditing 
administration, credits, and 
years’ experience. Prefer southern 
Available immediately. Bex 2084 


busine SS 
insurance 24 
states 


CALIFORNIA LOCATION 
preferred by certified public accountant with 
B.S. degree. Age 32, married, desires respon 
sible, interesting position with industrial cor 
poration, Seven years’ experience with promi 
nent CPA firms and five years’ with private 
industry. Experienced in accounting and au 
dit supervision, financial statements 
accounting systems. Box 2085 


taxes, 





NOTE: Tue ContRroLuen reserves the right to a 
cept, reject or censor classified copy and takes no re 
sponsibility for the people contacted through this col 
umn nor does it guarantee any item bought or sold 








W. T. CHAMBERLAIN INC. 


103 PARK AVENUE 
NEW YORK 17 


MURRAY HILL 3-2942 





Insurance 


Consultants 


The largest analytical or- 
ganization of its kind which 


does not sell insurance 


588 








Richard H. Wills, treasurer, Roanoke 
(Va.) Times and World-News, was 
elected president 
of the Institute 
of Newspaper 
Controllers and 
Finance Officers 
at that organiza- 
tion’s Sixth An- 
nual Meeting. 
The new presi- 
dent, who has 
been first vice 
president and 
treasurer for the 
past year, suc 
ceeds C. Arthur 
WW 1S, VICE presi- 
dent and treasurer, St. Louis (Mo.) Globe 
Democrat, who became a NCFO director. 

Treasurer of his newspaper since 1941, 
Mr. Wills had previously served as chief 
cost accountant at the Roanoke plant of 
the American Viscose Corporation. During 
World War II, he served overseas with 
the 28th Division, and was prisoner of war 


RICHARD H. WILLS 


for several months. He received four battle 
ribbons in that conflict. Mr. Wills attended 
Augusta Military Academy and the Uni- 
versity of Virginia, and completed his 
business education at Kenneth’s School of 
Accountancy in Roanoke. 

The other new officers elected include: 
First vice president, Herbert E. Hetu, busi- 
ness manager, Sharon (Pa.) Herald; 
second vice president, Robert P. Hunter, 
assistant secretary-treasurer, Birmingham 
(Ala.) News; treasurer, Eric B. Gardner, 
secretary-treasurer, Kitchener (Ont. ) 
Kitchener-W aterloo Record. The secretary, 
Frank T. Hodgdon, Jr., controller, Cleve- 
land (Ohio) Plain Dealer, was reelected. 

In addition to Mr. Weis, the following 
were elected directors: Lyle K. Anderson, 
vice president and treasurer, Minneapolis 
(Minn.) Star and Tribune; Charles M. 
Hupp, general office manager, New York 
(N. Y.) Herald Tribune; H. Stanley 
Sainthill, internal auditor, Toronto (Ont. ) 
Star; and Kenneth L. Sanborn, comp- 
troller, Guy Gannett Publishing Co., Port- 
land, Me. 


CONTROLLERSHIP: TRENDS AND TECHNIQUES .. . 
a new booklet recently published by Controllers Institute in- 
corporates papers presented by the following speakers at the 
22nd Annual National Meeting held in Boston, September 


27-30: 


‘Management Planning and Control” 


“Trends in Internal Auditing” 


Ronello B. Lewis 


C. J. Ghesquiere 


“Internal Control as Desired by Management”’ 


Peter Campbell 


“Internal Auditing and Control” 


William R. Phelan 


“Internal Control as Desired by External Auditors”’ 


Donald J. Bevis 


“Budgets and People” 


“Direct Costing——Pros and Cons”’ 


Edward W. Buge 


H. T. McAnly 


Price-making in a Competitive Free Economy” 


Philip Donham 


“Allocation of Distribution, Selling, etc., Costs in Computing 


Profits’ —G. S. Juliber 


“Analysis and Control of Distribution Costs’ 
“Approach to Curtailment and Control of Costs” 


Standards for Improving Profits” 


“Effective Standard Costs” 


R. F. Elder 
L. I. Farrar 


W. I. McNeill 


Joseph Pele; 


“Basis for Transferring Inventory Among Units of the Same 


Company (Cost vs. Sales Prices)” 


L. S. Williams 


Copies are available at $1.00 from Controllers Institute, 
One East Forty-second Street, New York 17, N. Y. Please 
add city sales tax tf order ts for New York City delivery 
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Remington Rand Methods News 





How To Make 1954 A More 
Profitable New Year 


The new year is an opportune time to 
start streamlining your office methods. 
Your problems are fresh in your mind 
and you can benefit by last year’s mis- 
takes and experiences. Finally, changes 
can be made more easily at this time of 
the year without disrupting office oper- 
ations. Remington Rand’s staff of 
methods experts is prepared to assist 
you...supply you with the most effi- 
cient and economical business equip- 
ment and systems for the job. Make 
this new year your best year by taking 
advantage of the score of profit-making 
ideas devised by Remington Rand Here 
are just a few of them. 


The Remington 
Electric Typewriter 


This amazing typewriter is the talk of 
the business world. Take its achieve- 
ments for Southwest Airmotive Co. fo) 
example: 757 more purchase orders 
are turned out with greater speed and 
ease since installation of Remington 
Electrics took place. In addition, SAC 
gets 50°% more inserts and 40% more 
information on each purchase order. 
These figures are direct quotes from a 
report to the treasurer by J. J. Nelson, 
SAC Purchasing Agent. A truly re- 
markable performance. 

Measured in dollars and cents, per- 
formance of the new Remington Elec- 
tric is even more astounding. One of 
our best customers conducted a study 
and found that an annual saving of 
$514 per typing station was achieved 
when they switched from manual type- 
writers to high-speed Remington Elec- 
trics. Multiply this saving by the 
number of typing stations in your 
organization. It’s easy to see the tre- 
mendous savings potential made pos- 
sible with the Remington Electric 
Typewriter. That’s why we are able to 
claim that the Remington Electric more 
than pays for itself in one year. Send 
for the story on Southwest Airmotive 
(CR914) or get the fact-filled, 16 page 
book, “Dividends of Electric Typing” 
(RE8612). No obligation, of course. 


New Low-Cost, Desk-top 
Microfilm Camera 


This low-cost microfilm camera was de- 
signed and priced especially for the 
small and medium sized business. It’s 
simple to operate and can microfilm 
documents as large as 11” x 17”. The 
desk-top camera accommodates single 
sheets or even bound volumes with 
pages spread open. Combined with the 
F-73 Portable Reader, the Model 4 
gives you a complete, low-cost micro 
film installation, just right for medium 
sized microfilm work loads. The new 
Mode! 4 proves that microfilming need 
not be expensive or technically difficult. 
Full details in F356. 


Fal 
oe 


Efficient Filing Systems 


Now is a good time to give a little 
thought to your files. It has been proved 
that 65% of the records in the average 
office are useless...take up valuable 
space... slow-up efficiency of your or 
ganization. Good reason for you to call 
in a Remington Rand specialist and 
have him analyze your record-keeping 
problem. He will make recommenda 
tions only if necessary ... show you 
many ways to increase efficiency, save 
time, space, money. And this service 
can be performed while your daily 
operations proceed as usual — without 
interruption. No loose ends either, be 
cause he can supply you with every 
thing from folder to filing cabinet, from 
Remington Rand’s complete line of 
filing equipment and supplies. 


Our Business Services Departments 
recently made just such a study at the 
Newport News Shipbuilding and Dry 
dock Company. Inadequate filing prac 
tices could not cope with the volume of 
paperwork that had increased tremen 
dously with the company’s growth. As 
a result of the study, sixty years’ ac 
cumulation of records are now stream 
lined and sytematized. Reference is 
simple, controls are established and 
future expansion provided for — all at 
a great savings in money, space and 
clerical help. CR&850 is an interesting 
write-up of this particular problem and 
its solution. Send for CR850. 


New Electronic 
Punched Card Computer 


This new electronic computer is an 
economical means of handling complex 
business record-keeping and mathe 
matics problems. In seconds, with un 
canny accuracy, this electronic wizard 
handles the figurework in invoicing, 
sales statistics, payrolls, cost records, 
production control, engineering prob 
lems and many other computations. 
This method eliminates many opera 
tions on other machines... saves 
valuable time of skilled personnel... 
speeds the preparation of reports... 
produces complete, useful records. The 
many profitable uses for the new elec 
tronic punched card computer are de 


scribed in TM842. Send for your copy. 


Management Controls Reference Library 
Room 1494, 315 Fourth Ave., New York 10 


Yes, I'd like to have the literature circled 


CR914 F356 RE8&612 


CR850 TM842 


Name 
Title 
Company 
Address 


City 
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wo’ SCHOOL DESKS, 
ee: TABLES, CHAIRS ~. ‘ 
CHAIRS |\ S, TRANSPORTATION 
_< SEATING 


[ “|| CHURCH FURNITURE 
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STADIUM SEATS 





THEATRE AND 
AUDITORIUM SEATING 


JOBS HANDLED: Payroll Writing with Automatic Tax Computing 
¢ Payroll Analysis * Wage Accrual & Labor Distribution by Order, 
Part Number and Department * Labor & Material Accounting * 
Material Records * Government Reports * Miscellaneous Accounting. 


ae 
Waltonals save us $60,000 a year... 


return 140% annually on our investment.”’ 


—AMERICAN SEATING COMPANY, Grand Rapids, Mich. 
“World's Leader in Public Seating” 


¢ 


sil 


“Our National Accounting Ma- greatly simplified. In all types of business, Nationals pay for themselves 
chines, which cost $43,000, save us “Results have exceeded our ex- out of the money they save, continue savings as hand- 


$60,000 a year in accounting ex- pectations. Our satisfaction with some youtly proft, Nehoners Cxehiene Searenines 
“ of features does up to 2/3 of the work automatically. 


> _ , é " > Z as >} Ss 2 ; ie > ) a of a) é 

pense. This saving repays their such improved performance and (esate scenic Hale ack iene 
cost every 9 months, and returns reduced expense prompts us to ex- Your nearby National representative will gladly show 
us about 140% annually on our press our unqualified endorse- how much you can save with Nationals. 


investment. ment. * TRADE MARK REG. U.S. PAT. OFF 


“Payroll work alone formerly ae 
required 22 people, but is now 4 / Pw Oe - 
done by 14—and done better, 
smoother and without bottlenecks. : , ric ” > C, 

oC C ec Controller, American Seating Co. ACCOUNTING MACHINES 


New employee training has been ADDING MACHINES © CASH REGISTERS 


THE NATIONAL CASH REGISTER COMPANY, vayrrons, onto 





